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DEPOSITED BY THE 
UNITED STATES OF AMERICA 


AES" 


Severance of Diplomatic Relations With Finland 


[Released to the press June 30] 

On June 30 the following note was delivered 
to Mr. Alexander Thesleff, Chargé d’Affaires of 
Finland: 


JUNE 30, 1944. 
Sir: 
On June 27, 1944, the Finnish Government 
made the following announcement: 


“The German Foreign Minister von Ribbentrop 
has concluded his visit to the Finnish Government. 

“During this visit questions of interest to Fin- 
land and Germany were discussed, especially Fin- 
land’s expressed desire with respect to military 
aid. The German Government has declared itself 
prepared to comply with this wish of the Finnish 
Government. 

“The discussions which were conducted between 
the President of the Finnish Republic Ryti and 
Foreign Minister Ramsay on one side and the Ger- 
man Foreign Minister on the other, are sustained 
by the spirit which has its roots in the comrade- 
ship in arms between the armies and the existing 
friendship between the two peoples. 

“Complete agreement and understanding were 
reached on all points between the Finnish Govern- 
ment and the German Government.” 


The Finnish Government has thus formally ad- 
mitted to the world that it has now entered a hard 
and fast military partnership with Nazi Germany 
irrevocable throughout the war, for the purpose 
of fighting the Allies of the United States, in 
alliance with the enemies of the United States. 
This action was taken without recourse to the es- 
tablished democratic procedure of Finland, and 
responsibility for the consequences must rest solely 
on the Finnish Government. 

The American Government is not unaware of 
the fact that the infiltration of German troops into 
Finland, with the consent of the Finnish Govern- 
ment and German infiltration into the councils of 
the Finnish Government have deprived Finland of 


liberty of action and reduced the Government of 
the Republic of Finland to the condition of a 
puppet of Nazi Germany. 

This necessarily changes the status of the Fin- 
nish Government. The United States, up to the 
present, has taken every opportunity, publicly and 
through diplomatic representations, to warn the 
Finnish Government of the inevitable consequences 
of continuing its association with Nazi Germany. 
These warnings have been ignored, and the part- 
nership is now complete. 

The Government of the United States must take 
into account the fact that at this decisive stage in 
the combined operations of the military, naval and 
air forces of the United States and the other 
United Nations, the Finnish operations have a 
direct bearing on the success of the Allied effort. 
Notwithstanding the esteem in which the Amer- 
ican people have held the people of Finland, fur- 
ther relations between the Government of the 
United States and the Government of Finland are 


‘now impossible. 


The American Chargé d’A ffaires in Helsinki has 
therefore been instructed to request passports for 
himself and for the members of his staff and their 
farnilies. 

The American Government is requesting the 
Swiss Government to assume immediately the 
representation of American interests in Finland. 


Accept [etc.] CorpeLL Hui 


[Released to the press June 30] 


The Chargé d’Affaires of Finland was handed 
his passport at 11 a.m. June 30 by Mr. George T. 
Summerlin, Special Assistant to the Secretary of 
State. 

Arrangements will be made as soon as possible, 
on a basis of reciprocity, for the repatriation of 
Mr. Thesleff, his family, and the members of the 
Legation staff. Meanwhile, they will be treated 
with all appropriate personal courtesies although 
necessarily their activities will be restricted. 
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Presentation of Scrolls to the Cities of Leningrad, Stalingrad 
and Chungking 


[ Released to the press by the White House June 27] 


Scrolls to the cities of Leningrad and Stalingrad 
have been presented to Marshal Stalin by Am- 
bassador Harriman. They were signed by Presi- 
dent Roosevelt and were accompanied by a letter 
from the President to Marshal Stalin. 

The text of the scroll to the city of Leningrad 
reads as follows: 


“In the name of the people of the United States 
of America, I present this scroll to the City of 
Leningrad as a memorial to its gallant soldiers and 
to its loyal men, women and children who, iso- 
lated from the rest of their nation by the invader 
and despite constant bombardment and untold 
sufferings from cold, hunger and sickness, success- 
fully defended their beloved city throughout the 
critical period September 8, 1941 to. January 18, 
1943, and thus symbolized the undaunted spirit of 
the peoples of the Union of Soviet Socialist Re- 
publics and of all the nations of the world resist- 
ing forces of aggression.” 


The text of the scroll to the city of Stalingrad 
reads as follows: 


“In the name of the people of the United States 
of America, I present this scroll to the City of 
Stalingrad to commemorate our admiration for 
its gallant defenders whose courage, fortitude, and 
devotion during the siege of September 13, 1942 
to January 31, 1943 will inspire forever the hearts 
of all free people. Their glorious victory stemmed 
the tide of invasion and marked the turning point 
in the war of the Allied Nations against the forces 
of aggression.” ' 


The text of the President’s letter to Marshal 
Stalin follows: 


“T am sending to you two scrolls for Stalingrad 
and Leningrad, which cities have won the whole- 
hearted admiration of the American people. The 
heroism of the citizens of these two cities and the 
soldiers who so ably defended them has not only 
been an inspiration to the people of the United 
States, but has served to bind even more closely the 
friendship of our two nations. Stalingrad and 
Leningrad have become synonyms for the forti- 


tude and endurance which has enabled us to resist 
and will finally enable us to overcome the aggres- 
sion of our enemies. 

“I hope that in presenting these scrolls to the 
two cities you will see fit to convey to their citi- 
zens my own personal expressions of friendship 
and admiration and my hope that our people will 
continue to develop that close understanding 
which has marked our common effort.” 





The reply by Marshal Stalin follows: 

“T accept the scrolls of honor from the Presi- 
dent as a symbol of the fruitful collaboration be- 
tween our Governments which is being effected in 
the name of the freedom of our peoples and the 
progress of humanity. The scrolls of honor will 
be presented to representatives of Leningrad and 
Stalingrad.” 


{Released to the press by the White House July 1] 

On May 25 the President sent a scroll to the city 
of Chungking, accompanied by a letter to His 
Excellency Generalissimo Chiang Kai-shek, Presi- 
dent of the National Government of the Republic 
of China. 

This scroll was presented to the Generalissimo 
by Vice President Wallace on June 23, 

The text of the scroll reads as follows: 


“In the name of the people of the United States 
of America, I present this scroll to the City of 
Chungking as a symbol of our admiration for its 
brave men, women and children. 

“Under blasts of terror from the air, even in the 
days before the world at large had known this hor- 
ror, Chungking and its people held out firm and 
unconquered. They proved gloriously that ter- 
rorism cannot destroy the spirit of a people deter- 
mined to be free. Their fidelity to the cause of 
freedom will inspire the hearts of all future 
generations.” 


The text of the President’s letter follows: 


“Among the greatest inspirations of this war 
to the American fighting spirit has been the vivid 
memory of the great courage which the men, 
women, and children of the City of Chungking 
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have displayed during the long period of siege and 
repeated attacks. By their fortitude and en- 
durance the citizens of Chungking have won a 
place in the heart of every American. 

“In recognition of the great contribution which 
the Chinese people, and particularly the citizens 
of Chungking, have made to the war efforts of 
the United Nations, I now send to you the en- 
closed scroll. The stand which your people have 
made against the forces of aggression has set an 
example for all the friends of China, and I hope 
that you may see fit, in presenting this scroll to the 
citizens of Chungking, to convey my expressions 
of the very real friendship which I feel exists 
between our two nations and which will contrib- 
ute in no small measure to an earlier victory.” 


On receiving the scroll from Vice President 
Wallace the Generalissimo stated : 


“Representing the people of Chungking I accept 
this Scroll as a priceless symbol which they will 
hold forever in gratitude and reverence.” 


Death of Norman Davis 


STATEMENT BY THE PRESIDENT 


[Released to the press by the White House July 2] 

A career of great and varied usefulness closed 
with the death of Norman Davis. 

As business executive and man of affairs he had 
gained wide experience when, as Special Am- 
bassador of three Presidents, he carried out suc- 
cessfully many important diplomatic missions. 
He worked indefatigably at Geneva and in the 
various European capitals to maintain peace. 
The reports, in which he recorded the results of 
his observations, show how clearly he foresaw the 
inevitable trend toward the unhappy conflict 
which now rends the world. 

In a critical time he assumed the burdensome 
duties of the chairmanship of the American Red 
Cross. He guided the destinies of that organiza- 
tion through the troubled years which saw the 
beginning of the war and as the conflict spread he 
was called upon to extend aid on an ever-increasing 
scale. He will be long remembered for his serv- 
ices in aid of suffering mankind, and he will be 
deeply mourned by a multitude of friends of whom 
I was one. 


STATEMENT BY THE SECRETARY OF STATE 


[Released to the press July 2] 

A great American has gone to his reward. Nor- 
man Davis was an outstanding world statesman. 
He was an intense patriot. His humanitarianism 
was known wherever the great American Red 
Cross carried its mission of succor and mercy. 
Few persons have had the privilege of rendering 
to their country and to other countries such a full 
measure of useful service. This country in par- 
ticular will honor and cherish his memory. 

He was a lifelong friend. His passing leaves an 
unfillable void. 


The Proclaimed List: Cumulative 
Supplement 4 to Revision VII 


[Released to the press July 1] 


The Secretary of State, acting in conjunction 
with the Acting Secretary of the Treasury, the 
Attorney General, the Acting Secretary of Com- 
merce, the Administrator of the Foreign Economic 
Administration, and the Acting Coordinator of 
Inter-American Affairs, on July 1, 1944, issued 
Cumulative Supplement 4 to Revision VII of the 
Proclaimed List of Certain Blocked Nationals, 
promulgated March 23, 1944. 

Part I of Cumulative Supplement 4 contains 
82 additional listings in the other American re- 
publics and 85 deletions. Part II contains 137 
additional listings outside the American republics 
and 24 deletions. 








Liberation of Cherbourg 


[Released to the press by the White House June 30] 


The President has received the follow- 
ing message from Marshal Stalin: 


“My warm congratulations go to you on 
the liberation of Cherbourg from the Ger- 
man usurpers. The valiant American and 
British troops are greeted by me on the 
occasion of their brilliant success.” 
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Special War Problems Division 
By GRAHAM H. STUART! 


I. HisrortcaL BackGRouNnpD 


In 1914, as a result of the first World War, the 
historical forerunner of the Special War Prob- 
lems Division was established in the Consular 
Bureau of the Department of State as the Wel- 
fare and Whereabouts Section. Upon the out- 
break of the war the Department and the Ameri- 
can Foreign Service officers were confronted 
suddenly with the enormous task of replying to in- 
quiries concerning the whereabouts of thousands 
of Americans and their families and friends in 
Europe and of providing the means for them to 
obtain funds for their necessities and for their 
return to the United States. 

During the first three days following the out- 
break of the war it was estimated that the Depart- 
ment of State accepted approximately $300,000 in 
small remittances for transmission to private in- 
dividuals abroad. 

In a report of the work of the Welfare and 
Whereabouts Section made in 1920 it was estab- 
lished that in more than 60,000 to 80,000 instances 
American citizens had succeeded in reestablishing, 
after the outbreak of the war, communication with 
relatives and friends in foreign countries from 
whom no word was obtainable through the ordi- 
nary channels. The Section was most helpful in 
transmitting about $15,000,000 from individuals in 
this country to relatives and friends abroad. It 
had jurisdiction also over the distribution of relief 
funds for the maintenance of American citizens 
detained in enemy territory. It procured from 
representatives abroad and transmitted to the 
War Department lists of American prisoners of 
war in enemy territory. At its peak the Section 
employed 90 persons working on day and night 
shifts, but after the end of the war its activities 
gradually diminished. There was, however, suf- 
ficient work to prevent its dissolution. 

Mr. Nathaniel FP. Davis, who is at present Chief 
of the Division of Foreign Service Personnel, kept 
a record of all cases that he handled in the period 
from June 4 to 19, 1920, which shows both the 


1 Dr. Stuart is a Consultant in the Division of Research 
and Publication, Department of State. 


types of cases and the principal areas where they 
arose. He reported that 64 percent of the work of 
this Section was devoted to welfare and where- 
abouts inquiries and transmission of funds; the 
other 36 percent of the Section’s time was devoted 
to reports from consuls on inquiries and payments, 
certification of documents, prisoners of war, where- 
abouts of persons in the United States, and travel 
conditions. Of the 147 cases handled concerning 
areas, 77 arose in Poland and the Baltic States and 
only 70 in the rest of the world. 

Such events as the burning of Smyrna in 1922 
and the Japanese earthquake in 1923 increased 
materially the work of the Section. Americans 
who are domiciled or are traveling abroad, even in 
normal times, get into trouble or out of touch with 


their relatives and friends in the United States ° 


and require the assistance of the Department of 
State and of the Foreign Service officers abroad. 

When the Consular Bureau was reorganized in 
1924 the Welfare and Whereabouts Section was 
made a part of the Division of Foreign Service 
Administration. 

With the advent of the Nazi regime in Germany 
the problems of protection, particularly of Ameri- 
can citizens identified with oppressed minorities, 
increased both in volume and in scope. The revo- 
lution in Spain in 1936 and the undeclared war in 
the Far East increased also the amount of pro- 
tection, welfare and whereabouts work. In the 
Division files there were some 12,000 cards on 
cases in Spain for the revolutionary period and 
about double that number in the Far East during 
the long period of undeclared warfare. 


Preliminaries to establishment of the Special 
Division 

On September 13, 1938 Mr. Davis wrote a mem- 
orandum pointing out the necessity for an ex- 
panded organization to handle, in the event of a 
major war, whereabouts and relief cases and similar 
problems. He declared that the experience of the 
Department in the recent crises had shown that 
for rapid handling of welfare and whereabouts 
cases in large volume the organization must be 
built around a card index. The index was not only 
the central point in such an organization but it 
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was also an essential control feature to avoid con- 
fusion and duplication of effort. 

In order to prevent a bottleneck in times when 
an emergency arose in some particular part of the 
world it was possible to segregate all cards per- 
taining tothat region. This was done in the China 
relief cases and in the Spanish revolution. 


Preparations for welfare work in missions abroad 


It was not enough to prepare a program for 
handling the vast increase of inquiries regarding 
Americans abroad which would pour into the De- 
partment of State upon the outbreak of war unless 
similar arrangements were made in our missions 
and consulates abroad. Therefore, Assistant Sec- 
retary of State George S. Messersmith and Mr. 
Nathaniel P. Davis worked out a tentative pro- 
gram, which was sent to certain diplomatic officers 
on September 19, 1938 under the title of “Instruc- 
tions in Case of Hostilities”. 

This confidential instruction indicated the inten- 
tion of setting up a division in the Department 
to handle special problems arising from the war, 
such as welfare, relief, and repatriation of Amer- 
icans. It suggested that similar sections be estab- 
lished in our missions abroad and that they be 
provided with a central card index on which all 
relevant data pertaining to citizens assisted should 
be recorded. Instructions were also given regard- 
ing the taking over of the interests of foreign 
governments. 

The missions and consulates, as a last resort, in 
order to finance repatriation, were authorized to 
make loans against promissory notes for the relief 
and evacuation of American citizens. 


Organization and work of the Special Division 


When the Special Division was set up by De- 
partmental Order 810 on September 1, 1939 to 
handle the special problems arising out of dis- 
turbed conditions abroad, the Welfare and Where- 
abouts Section of the Division of Foreign Service 
Administration, consisting of only four people, 
was transferred intact. ‘\dequate and competent 
personnel was essential] +o successful results. The 
Department was fortunate in having maintained 
a competent staff headed by various Foreign Serv- 
ice officers from the field to handle welfare cases 
in the years between the two world wars so that 
when the new Division was established a corps 
of experienced workers was immediately available. 
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At the head of this Section was Mrs. Madge M. 
Blessing, who had been handling welfare and 
whereabouts work for over twenty years. The 
large card index of cases was transferred and be- 
came the basis of operations of the new agency. 
The Welfare Section of the new division continued 
its function of arranging for the transmission of 
funds to needy Americans and of dealing with the 
evacuation and repatriation of such citizens as 
well as of replying to inquiries regarding the wel- 
fare and whereabouts of American citizens abroad. 

Another important function which was added 
to the new Division was the representation of the 
interests of various belligerent governments that 
requested this service of the United States. Rep- 
resentation of this sort requires the taking charge 
of the represented government’s diplomatic and 
consular property and archives, the handling of 
whereabouts and we'fare inquiries in respect to 
its citizens, the receipt and payment of funds to 
them, and the providing for their repatriation 
when possible. The protecting government is also 
required, under the Geneva Prisoners of War Con- 
vention of 1929, to inspect prisoners-of-war camps 
and to report the condition of the camps and 
inmates to the proper officials of the represented 
government. 

A closely related function of the new Division 
was the maintenance of liaison with the Red Cross 
and other American organizations that conducted 
war-relief operations, received and furnished in- 
formation, consulted on matters of mutual in- 
terest, and transmitted messages on relief opera- 
tions to and from the organization’s representa- 
tives in Europe. 

The Special Division, as originally established, 
began operations with 12 Foreign Service officers, 
most of whom were called in from home leave for 
temporary duty in the Division. Nineteen clerks 
and stenographers assisted them, making a total 
of 31 persons on the staff. Mr. Breckinridge Long, 
former United States Ambassador to Italy, was 
made Special Assistant to the Secretary of State 
in charge of the new Division, and he was assisted 
by Mr. Hugh R. Wilson, former Ambassador to 
Germany. Mr. George L. Brandt, a Foreign 
Service officer who had served as technical] adviser 
at the meeting in 1938 of the Intergovernmental 
Committee on Political Refugees at Evian, 
France, was made Administrative Officer of the 
Division. A very close liaison was to be main- 
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tained with the Division of Foreign Service 
Administration under Mr. Davis. 

At the time of its establishment as a new divi- 
sion of the Department none could foresee to what 
extent the Special Division would be forced to 
grow to meet the demands of a global war. From 
a relatively small nucleus of experienced Depart- 
mental personnel it has had to recruit and de- 
velop an office staff of half a hundred trained 
specialists supported by an equally numerous force 
of clerks to handle daily an ever-increasing volume 
of special war problems for most of which no 
precedent has ever existed. Its work is a combina- 
tion of policy initiation and administration. Its 
activity is confined to no specific geographic area 
but embraces every section of the globe. Its 
officers visit regularly over a hundred prisoners-of- 
war and civilian-internees camps in continental 
United States; its operations extend into enemy 
territories as well as liberated areas. From its 
studies transblockade relief will eventually bring 
sustenance to the famished millions enslaved by 
the Axis; and thousands of American civilians and 
seriously wounded and ill American prisoners of 
war will in no small measure owe their release by 
the enemy and return to their homes to the work 
of this Division. 


II. Wetrare SEcTION 


Welfare and whereabouts work 


Two days after the Special Division was estab- 
lished, war broke out in Europe. The welfare and 
whereabouts inquiry work immediately skyrock- 
eted. For a time the Division dispatched daily 
more than 300 telegrams relating to the status of 
Americans abroad about whom relatives and 
friends in the United States were anxiously con- 
cerned. In the first year of its existence the Spe- 
cial Division handled approximately 26,000 
inquiries from Americans in the United States 
desiring information regarding the welfare and 
whereabouts of relatives and friends in the war- 
stricken areas of Europe. With the aid of our 
Foreign Service officers abroad, the Division was 
successful in obtaining the desired information 
in about 95 percent of these inquiries. 

The following example typifies the work en- 
tailed by sudden emergency: On the night of 
September 3, 1939 word was received of the sink- 
ing of the S. S. Athenia with more than 300 
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Americans aboard. Inquiries poured into the 
Department, and the Division went on a 24-hour 
schedule. With prompt and frequent telegraphic 
reports from the Foreign Service officers in the 
British Isles giving the names of those who sailed 
with this ship and of the survivors and their con- 
dition, the Division was able to meet all the de- 
mands placed upon it. 

As evidence of the number of inquiries that 
the new Division received, even after the peak load 
of the early period of the war was over, the records 
for three months in 1941 were as follows: August, 
1,867; September, 1,386; and October, 1,221, mak- 
ing a total of 4,474. For the corresponding three 
months in 1942 the figures were: August, 1,524; 
September, 1,675; October, 1,974, making a total 
of 5,173. The total inquiries for the year 1942 
were 20,192. 

The Department over a long period of years 
has not instructed American diplomatic and con- 
sular officials abroad to make whereabouts in- 
quiries regarding aliens. However, in times of 
emergency, Americans were naturally eager to 
learn about their relatives and friends, even 
though aliens. Consequently, the Department de- 
cided in April 1939 that, although it would not 
instruct its officers abroad to make such inquiries, 
it would inform the appropriate Foreign Service 
officers of the inquiries and request them to report 
to the Department such information as might 
become available. 

However, the Department later was obliged to 
decline to make inquiries in regard to non-Ameri- 
cans in Germany and German-occupied territory, 
the Soviet Union, and Soviet-occupied territory, 
since the German and Soviet authorities refused to 
facilitate such inquiries. Inquirers desiring infor- 
mation regarding persons in German-occupied 
areas were referred to the Red Cross and those 
desiring information in regard to persons in terri- 
tory under Soviet control were referred to the 
nearest Soviet consular office or to the Soviet Em- 
bassy at Washington. 


Repatriation of Americans 


A very important duty facing the Government 
as a result of the outbreak of the war in Europe 
was the repatriation of American citizens. More 
than 100,000 Americans were in Europe at the out- 
break of hostilities. The task of repatriating 
them would be a serious one. Since foreign ship- 
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ping was largely withdrawn from service, Ameri- 
can vessels had to carry the burden. The regular 
carrying facilities had to be augmented materially. 
The Special Division arranged for the Govern- 
ment of the United States to dispatch six ships 
promptly. The Orizaba, Shawnee, Iroquois, St. 
John, Acadia, and Siboney made the trip to Euro- 
pean ports. These vessels, that had a combined 
emergency passenger capacity of 3,500, returned 
to the United States with some vacant berths. 
Arrangements were made also for increased pas- 
senger-carrying capacity in the regular trans- 
Atlantic steamers and for their quicker turn 
around. It was estimated that in September 1939 
some 50,000 passengers arrived at Atlantic sea- 
ports of the United States on American vessels. 
By the spring of 1940 more than 80,000 Americans 
were safely returned to the United States. 

In the spring and summer of 1940, when hos- 
tilities had spread and since many Americans had 
delayed their departure, the Government dis- 
patched additional vessels to British and continen- 
tal ports. The President Roosevelt, the Washing- 
ton, and the Manhattan made special trips, and 
the United States Army transport American Le- 
gion was sent to Petsamo to repatriate Americans 
from northern Europe. This latter route in- 
cluded a 300-mile bus trip through the Arctic 
wilderness from the rail head at Rovaniemi to 
Petsamo. 

It should be noted that the United States Gov- 
ernment, although it warns our citizens abroad 
when dangerous situations develop and suggests 
their speedy return, may not compel them to de- 
part. Each citizen has the right to decide for 
himself whether he will take the risk of remaining 
in the danger area. The duty of the Government 
toward its citizens has been fulfilled when it has 
advised them of the dangers of the situation, has 
invited them to leave, and has afforded those wish- 
ing to leave every possible assistance in obtaining 
transportation. 

Quite often Americans absolutely refuse every 
effort to hasten their return and finally find them- 
selves in a position where return is impossible. 
An excellent illustration was afforded by the case 
of an American student who was studying ceram- 
ics in Prague. In December 1939, with the out- 
break of war, his father asked the Department to 
ascertain his situation and offered to transmit 
funds. The United States consul at Prague, in 
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March 1940, reported that the student was well 
and in no need of financial assistance and wished 
to continue his studies. In December 1940 the 
father telegraphed funds for his son’s return but 
before they could be utilized normal travel facili- 
ties had been suspended. Early in 1941 the father 
requested, through a congressman, that his son be 
warned of the seriousness of the situation and that 
he be urged to return. However, the young man 
refused to come home, and with the outbreak of 
the war with Germany he was interned at Tittmon- 
ing where he remained until repatriated in the 
spring of 1944 on the Gripsholm. 

One of the very interesting cases of Americans 
involved in the European war situation was that 
of an elderly American woman who was living as 
an expatriate in Paris with an Englishwoman 
friend. When the war broke they attempted to 
drive to southern France but were engulfed in the 
vast horde of similar travelers and finally forced 
to return to Paris. On their return they saved an 
English pilot from being seized by the Germans 
by concealing him in the back of their car. They 
then sheltered him in their apartment in Paris and 
aided in his escape. This started them in estab- 
lishing a regular underground engaged in trans- 
porting English soldiers across the border. 

The American Embassy first learned of the 
American woman’s disappearance when the con- 
cierge of the apartment where she lived telephoned 
that she had gone away several days before with 
two men who looked like secret police and that 
she had not returned. Mr. Edwin A. Plitt, Sec- 
retary of the Embassy, immediately investigated 
and after some difficulty discovered that she was 
in the Cherche Midi Prison. He secured her re- 
lease and advised her to take a room at the Hotel 
Bristol and to keep away from her apartment. 
She did not follow his advice and was again ar- 
rested. Mr. Plitt got her a lawyer and followed 
the trial closely. She was sentenced to three years’ 
imprisonment, and her property was confiscated. 

Meanwhile the Special Division, at the request 
of the woman’s brother, had authorized her bank 
to forward funds to the amount of $1,500 before 
her arrest. The American Embassy made ar- 
rangements for weekly parcels of food to be sent to 
her through the Friends’ organization. After she 
had served part of her sentence the German Gov- 
ernment agreed that she be exchanged for a no- 
torious German internee in the United States. 
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She returned to the United States on the Drott- 
ningholm. 


Transmission of funds 


Since the United States Government normally 
does not provide funds to repatriate Americans 
and since in times of emergency many Americans 
are either without the necessary funds to pay their 
way home or their funds may not be in a form im- 
mediately negotiable, the financial problem is 
often a serious one. According to the “Instruc- 
tions in Case of Hostilities”, dated March 21, 1939, 
Foreign Service officers were authorized, in case 
of need, to assist Americans to get in touch with 
relatives or friends in the United States to obtain 
funds for their passage back. Such telegrams 
could be sent to the Department at Government 
expense. The Special Division handled such ap- 
peals and made every effort to see that contact was 
made with the interested parties. Such funds as 
were obtained were telegraphed to the American 
beneficiary abroad through the appropriate mis- 
sion or consulate. 

In the cases where the emergency was very great 
and no funds were available, the Department made 
allotments of public funds to its officers in dis- 
turbed areas abroad and authorized them to ad- 
vance funds for relief and evacuation of American 
citizens. Such loans were to be covered by prom- 
issory notes signed by the beneficiary. 

During the 12-month period from September 1, 
1939 to August 31, 1940 the Special Division trans- 
mitted approximately $550,000 from Americans 
in the United States who wished to remit funds 
to their American relatives and friends abroad for 
their transportation expenses in returning to the 
United States. This service was undertaken be- 
cause of the disruption of the normal commercial 
facilities for the transmission of such funds. Dur- 
ing the same period the Special Division arranged 
for the granting of a total sum of over $240,000 in 
loans against promissory notes to bona-fide Amer- 
ican citizens in the war areas needing funds for 
transportation expenses to the United States. In 
1941 the Special Division supervised the lending 
of about $300,000, which included $80,000 allotted 
for emergency evacuation or repatriation from 
Singapore, $50,000 to repatriate the Zamzam 
survivors, and $175,000 for the joint Red Cross - 
Departmental scheme to repatriate needy Amer- 
icans from France. 
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The total amount that the Government of the 
United States advanced for the repatriation of its 
nationals from all parts of the world between 1938 
and 1944 was $693,409.86. Of this sum $240,032.81 
had been repaid by July 1, 1943. There has re- 
cently been some agitation on the part of some 
repatriates to have the Congress pass legislation 
relieving them of the cost of their evacuation and 
repatriation. Since the United States Govern- 
ment had warned these nationals to leave foreign 
areas when danger threatened and since it has 
already absorbed all incidental costs of their re- 
patriation which would run into several millions 
of dollars, such action might be deemed inequitable 
by persons who heeded the warnings and left in 
due time at their own expense. 

Although the Government of the United States 
makes no distinction between native-born and 
naturalized citizens in the protection which it 
affords them, those citizens who have domiciled 
themselves permanently abroad, particularly those 
naturalized citizens who have had no intention 
of returning to the United States, could hardly 
expect the United States Government to provide 
funds for their maintenance. This problem re- 
quired the careful attention of Foreign Service 
officers who were instructed not to lend funds to 
any Americans where the presumption of ex- 
patriation had arisen. 

As the expansion of the war area increased 
greatly the demand for financial assistance, the 
Department had to limit this discretion more spe- 
cifically. In an instruction of August 12, 1941 
that the Department issued, the following persons 
were enjoined from receiving loans from diplo- 
matic and consular officials for repatriation pur- 
poses: (a@) persons possessing merely a circum- 
stantial claim to American citizenship; (6) per- 
sons resting under unrebutted presumption of 
expatriation; (¢) persons engaged in activities 
considered as inimical to the interests of the United 
States; and (d) persons suspected of deserting 
their spouses and children remaining abroad. 


Effect of United States belligerency upon Welfare 
Section 
The entrance of the United States into the sec- 
ond World War reduced in no way the work of 
the Welfare Section. It still received innumera- 


ble inquiries concerning the welfare and where- 
abouts of Americans in war areas, but the diff- 
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culties of obtaining the information desired were 
immeasurably greater. Fortunately many thou- 
sands of Americans had been repatriated so that 
the volume of inquiries was somewhat less. When 
diplomatic relations were severed between the 
United States on the one hand and Germany, Italy, 
Japan, and the satellite Axis powers on the other, 
the problem of communications became much more 
complicated and each inquiry required much more 
time to handle. Americans at home were even 
more eager to learn about the situation of their 
loved ones in enemy and enemy-occupied territory 
and to get messages through to them. We have 
already indicated that inquiries for the calendar 
year 1942 totaled more than 20,000. For the year 
1943 they amounted to 11,162. When one con- 
siders that such inquiries have to be made either 
through the Red Cross or through the Swiss Gov- 
ernment by our diplomatic representatives in Bern, 
he can understand the complications. The number 
of inquiries are decreasing, but for the month of 
January 1944 there were still 756 inquiries which, 
if the rate is maintained, would indicate over 9,000 
for the year of 1944. 

While the work of the Welfare Section dimin- 
ished slightly in its whereabouts and welfare 
inquiries and investigations, its work increased ma- 
terially in the matter of financial assistance ren- 
dered to Americans in occupied and belligerent 
areas. The Swiss Government which, in Decem- 
ber 1941, had kindly consented to take over the 
representation of American interests in Axis- 
controlled countries, was given detailed rules to 
follow in an instruction dated February 14, 1942* 
sent to our Legation at Bern. 

Under this instruction the amounts to be paid 
monthly to American citizens qualified to receive 
loans were rigidly prescribed in accordance with 
cost-of-living criteria. Americans were not al- 
lowed larger amounts even though their own re- 
sources permitted it. All moneys lent were to be 
repaid without interest to the Treasury of the 
United States. Interested persons in the United 
States were permitted to make deposits either to 
reimburse the Government for sums advanced or 
to be used as a reserve against such advances. Al- 
though all sums advanced were in the form of 





‘This instruction, known as no. 1202, together with the 
amendments of Jan. 22, 1944, has served as a basis of our 
procedure, 
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loans to be repaid eventually, the ability to repay 
was not an indispensable condition to receiving 
financial assistance. 

Territories where the interests of the United 
States were represented by Switzerland were di- 
vided into 10 classes, and the basic maximum 
monthly payment for an adult varied from $60 to 
$130. The basis of the classification was the esti- 
mated cost of living. Hong Kong and the Nether- 
lands Indies were placed in the lowest, or $60 class, 
whereas Italy was in the sixth, or $90 class, and 
France, Bulgaria, Rumania, and Hungary, in the 
eighth, or $110 class, the highest so far allocated. 
Only one adult in the family may receive the maxi- 
mum monthly payments, other adults being limited 
to 75 percent of the basic maximum, and minors 
to 25 percent. A single family may not receive 
more than 325 percent of the basic maximum. 

Only bona-fide loyal American citizens who had 
been unable to return to the United States through 
lack of transportation facilities or through illness 
were eligible for financial assistance. Filipinos 
were eligible to the same treatment as American 
citizens in regard to loans. Prisoners of war and 
interned civilians are supported by the detaining 
power, hence, in general, not more than 10 percent 
of the maximum allowed for personal needs could 
be lent to such persons. 

No exact figures of the total amount expended 
by the United States on this type of assistance to 
its nationals can be given, but the following figures 
will serve as an approximation. The total num- 
ber of cases reported as receiving payments as of 
January 1944, were 7,341, of which 5,460 were in- 
terned and 1,881 not interned. Of the internees, 
4,081 were in the Philippine Islands. Of those 
not interned, 309 were in France and 296 were in 
Italy. The total monthly payments were esti- 
mated at $52,027.35 for the internees and $109,- 
130.19 for those not interned, making a total 
monthly expenditure of $161,157.54. The total 
sum advanced to the Swiss Government for finan- 
cial assistance to United States nationals and 
representation of American interests generally in 
enemy territory for the calendar year 1942 
amounted to $2,093,629.32, and for 1943 to $1,676,- 
709.16. The decrease in 1943 reflects the repatria- 
tion of over 3,000 American citizens from enemy 
territory in 1942 and 1943. 

The work of a financial character became so 
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heavy and complicated that on February 15, 1944 
a unit was established in the Welfare and Where- 
abouts Section which for convenience was called 
the “1202 Unit” since it carried out the provisions 
of instructions 1202. The duties of this unit as 
stated in the office circular were fourfold: 


1. To amend and interpret the instruction no. 
1202 so far as it applies in enemy, enemy-occupied, 
or enemy-controlled territory, in the liberated 
areas, in unoccupied China and Macau, in Switz- 
erland and in other areas which may later be 
covered. 

2. To review all decisions upon applications for 
financial assistance and index such decisions with 
respect to persons found eligible or not to receive 
financial assistance. 

3. To tabulate information regarding the appli- 
cation of 1202 and to modify the procedure if nec- 
essary to make it conform to departmental policy. 

4. To set up Special Authorization to provide 
necessary funds to extend financial assistance out- 
side of enemy territory and to prepare estimates 
needed when assistance is authorized. 


Mr. Dayle C. McDonough, a Foreign Service 
officer, was placed in charge of this Unit. 


Miscellaneous functions 


Another function of the Welfare Section is the 
notification to interested persons in the United 
States of the death of American nationals in enemy 
territory. 

The function of the Section which has been 
very helpful to American nationals in foreign ter- 
ritory is the role played in certain circumstances 
in the transmission of messages through the Amer- 
ican missions abroad to relatives or friends in the 
United States. Such messages before they are 
delivered must be cleared through censorship in 
the United States. In the case of financial trans- 
actions of any importance, the Treasury also must 
license the message. The Section takes care of 
these formalities. The messages are of all sorts, 
from simple greetings to very urgent inquiries of 
personal or business character. The Section 
cleared 1,316 such messages in the year 1948. 

A duty which has become a fairly heavy one at 
times consists of the notification of interested per- 
sons in the United States of the inclusion of their 
friends or relatives in the exchange of nationals 
between the United States and enemy countries. 
Since many people often write to the Department 
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regarding the same person, the notifications, when 
an exchange is made, may run into the thousands, 
For example, in the last exchange of Americans 
and Japanese in December 1943, the number of 
notifications amounted to approximately 4,800, 
It would seem reasonable in such cases to notify 
only the next-of-kin where such is indicated. 

A recent procedure which has proved to be of 
great value has been the issuance to the Depart- 
ment’s representative on each exchange vessel of 
instructions to collect all possible information 
from the passengers regarding the Americans who 
still remain in enemy hands. Mr. Donald Smith, 
a Foreign Service officer, who undertook this duty 
in addition to his responsibilities as Special Dis. 
bursing Officer or principal representative of the 
Department, on the recent voyage of the Grips- 
holm obtained a vast amount of useful information 
for the Division’s files and for transmission to in- 
terested relatives and friends. 

One incident will illustrate the value of such in- 
formation. On the day before the Department 
had received the cards that had been prepared 
on the second voyage of the Gripsholm, an Ameri- 
can called upon Mr. Gilson Blake, Chief of the 
Section, to find out about his brother and wife 
who had been seized by the Japanese and from 
whom he had received no information. He said 
his elderly mother was very ill with the anxiety 
and worry and that her death was likely to occur 
at any time. Mr. Blake agreed to send any in- 
formation obtained at the earliest possible mo- 
ment. When the cards arrived they contained 
favorable news regarding this interned family. 
Mr. Blake telephoned the interested relatives in 
Johnstown, Pennsylvania, and promised, at their 
request, to send a written message which could be 
put into the mother’s hands. This was done, and 
word was received that, as a result of the favor- 
able news, the mother was on the road to recovery: 

These functions of the Welfare Section are, per- 
haps, those which are best known; but with the 
development of the war other problems arose that 
increased materially the scope and number of the 
Division’s activities. The work of the Special 
War Problems Division covering internees, pris- 
oners of war, representation of foreign interests, 
liaison with the Red Cross, negotiations for ex- 
changes whereby to repatriate prisoners of wat 
and others held by the enemy, and problems of 
relief will be considered in subsequent articles. 
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The United Nations Monetary and Financial Conference 


STATEMENT BY THE PRESIDENT 


[Released to the press by the United Nations 
Monetary and Financial Conference July 1] 


JUNE 29, 1944. 


To rHe Members or THE Unitep Nations Mone- 
TARY AND FINANCIAL CONFERENCE: I welcome you 
to this quiet meeting place with confidence and 
with hope. I am grateful to you for making the 
long journey here, grateful to your governments 
for their ready acceptance of my invitation to 
this meeting. It is fitting that even while the 
war for liberation is at its peak, the representa- 
tives of free men should gather to take counsel 
with one another respecting the shape of the 
future which we are to win. 

The war has prodded us into the healthy habit 
of coming together in conference when we have 
common problems to discuss and solve. We have 
done this successfully with respect to various mili- 
tary and production phases of the war, and also 
with respect to measures which must be taken im- 
mediately after the war is won—such as relief and 
rehabilitation, and distribution of the world’s food 
supplies. These have been essentially emergency 
matters. At Bretton Woods, you who come from 
many lands are meeting for the first time to talk 
over proposals for an enduring program of future 
economic cooperation and peaceful progress. 

The program you are to discuss constitutes, of 
course, only one phase of the arrangements which 
must be made between nations to ensure an orderly, 
harmonious world. But it is a vital phase, affect- 
ing ordinary men and women everywhere. For 
it concerns the basis upon which they will be able 
to exchange with one another the natural riches of 
the earth and the products of their own industry 
and ingenuity. Commerce is the life blood of a 
free society. We must see to it that the arteries 
which carry that blood stream are not clogged 
again, as they have been in the past, by artificial 
barriers created through senseless economic 
rivalries. 

Economic diseases are highly communicable. 
It follows, therefore, that the economic health of 
every country is a proper matter of concern to 
all its neighbors, near and distant. Only through 
a dynamic and a soundly expanding world econ- 


omy can the living standards of individual nations 
be advanced to levels which will permit a full real- 
ization of our hopes for the future. 

The spirit in which you carry on these discus- 
sions will set a pattern for future friendly con- 
sultations among nations in their common interest. 
Further evidence will be furnished at Bretton 
Woods that men of different nationalities have 
learned how to adjust possible differences and how 
to work together as friends. 

The things that we need to do, must be done— 
can only be done—in concert. This Conference 
will test our capacity to cooperate in peace as we 
have in war. I know that you will all approach 
your task with a high sense of responsibility to 
those who have sacrificed so much in their hopes 
for a better world. 

FraNKuin D Roosevett 


MESSAGE OF THE SECRETARY OF STATE 
[Released to the press by the United Nations 
Monetary and Financial Conference July 2] 
The message from Secretary of State Hull 
to the Honorable Henry Morgenthau, Jr., Chair- 
man of the United States delegation, follows: 


JUNE 29, 1944. 
My Dear Henry, 

I am very glad that the President has selected 
you as Chairman of the delegation of this Gov- 
ernment to the United Nations Monetary and 
Financial Conference to be held at Bretton Woods, 
New Hampshire, beginning July 1, 1944. 

Your position in national and world affairs as 
well as your conscientious and diligent efforts and 
preparation for this meeting make you the nat- 
ural choice to head our delegation. 

This forthcoming Conference will be one of the 
most important and historic international meet- 
ings and the successful accomplishment of your 
mission will have far-reaching effect upon the 
future reconstruction and rehabilitation of the 
world. You can rest assured that my colleagues 
and I will be most happy to extend to you and 
the other members of the delegation every possible 
assistance. 

I wish you the greatest success in this difficult 
and responsible undertaking. 


Sincerely yours, CorpeLt HULL 
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ADDRESS BY THE SECRETARY OF THE TREASURY’ 


[Released to the press by the Treasury Department July 1] 


Fettow Detecates AND MemBeErs oF THE Con- 
FERENCE: You have given me an honor and an 
opportunity. I accept the presidency of this Con- 
ference with gratitude for the confidence you have 
reposed in me. I accept it also with deep hu- 
mility. For I know that what we do here will 
shape to a significant degree the nature of the 
world in which we are to live—and the nature of 
the world in which men and women younger than 
ourselves must round out their lives and seek the 
fulfilment of their hopes. All of you, I know, 
share this sense of responsibility. 

We are more likely to be successful in the work 
before us if we see it in perspective. Our agenda 
is concerned specifically with the monetary and in- 
vestment field. It should be viewed, however, as 
part of a broader program of agreed action among 
nations to bring about the expansion of produc- 
tion, employment, and trade contemplated in the 
Atlantic Charter and in article VII of the mutual- 
aid agreements concluded by the United States 
with many of the United Nations. Whatever we 
accomplish here must be supplemented and but- 
tressed by other action having this end in view. 

President Roosevelt has made it clear that we 
are not asked to make definitive agreements bind- 
ing on any nation, but that proposals here formu- 
lated are to be referred to our respective govern- 
ments for acceptance or rejection. Our task, 
then, is to confer, and to reach understanding and 
agreement, upon certain basic measures which must 
be recommended to our governments for the estab- 
lishment of a sound and stable economic relation- 
ship among us. 

We can accomplish this task only if we ap- 
proach it not as bargainers but as partners—not 
as rivals but as men who recognize that their com- 
mon welfare depends, in peace as in war, upon mu- 
tual trust and joint endeavor. It is not an easy 
task that is before us; but I believe, if we devote 
ourselves to it in this spirit, earnestly and sin- 
cerely, that what we achieve here will have the 
greatest historical significance. Men and women 


* Delivered before the United Nations Monetary and 
Financial Conference at Bretton Woods, N. H., July 1, 
1944. 


everywhere will look to this meeting for a sign that 
the unity welded among us by war will endure in 
peace. 

Through cooperation we are now overcoming 
the most fearful and formidable threat ever to 
be raised against our security and freedom. In 
time, with God’s grace, the scourge of war will be 
lifted from us. But we shall delude ourselves if 
we regard victory as synonymous with freedom 
and security. Victory in this war will give us 
simply the opportunity to mold, through our com- 
mon effort, a world that is, in truth, secure and 
free. 

We are to concern ourselves here with essential 
steps in the creation of a dynamic world econ- 
omy in which the people of every nation will be 
able to realize their potentialities in peace; will be 
able, through their industry, their inventiveness, 
their thrift, to raise their own standards of living 
and enjoy, increasingly, the fruits of material 
progress on an earth infinitely blessed with natural 
riches. This is the indispensable cornerstone of 
freedom and security. All else must be built upon 
this. For freedom of opportunity is the founda- 
tion for all other freedoms. 

I hope that this Conference will focus its atten- 
tion upon two elementary economic axioms. The 
first of these is this: that prosperity has no fixed 
limits. It is not a finite substance to be dimin- 
ished by division. On the contrary, the more of 
it that other nations enjoy, the more each nation 
will have for itself. There is a tragic fallacy in 
the notion that any country is liable to lose its 
customers by promoting greater production and 
higher living-standards among them. Good cus- 
tomers are prosperous customers. The point can 
be illustrated very simply from the foreign-trade 
experience of my own country. In the pre-war 
decade, about 20 percent of our exports went to 
the 47 million people in the highly industrialized 
United Kingdom; less than 3 percent went to the 
450 million people in China. 

The second axiom is a corollary of the first. 
Prosperity, like peace, is indivisible. We cannot 
afford to have it scattered here or there among the 
fortunate or to enjoy it at the expense of others. 
Poverty, wherever it exists, is menacing to us all 
and undermines the well-being of each of us. It 





eae a SS eh le Lele elCUlUcrlCO.lCUh OC 


TIN 


la- 


n- 





JULY 2, 1944 


can no more be localized than war, but spreads and 
saps the economic strength of all the more-favored 
areas of the earth. We know now that the thread 
of economic life in every nation is inseparably wo- 
ven into a fabric of world economy. Let any 
thread become frayed and the entire fabric is 
weakened. No nation, however great and strong, 
can remain immune. 

All of us have seen the great economic tragedy 
of our time. Wesaw the world-wide depression of 
the 1930’s. We saw currency disorders develop 
and spread from land to land, destroying the basis 
for international trade and international invest- 
ment and even international faith. In their wake, 
we saw unemployment and wretchedness—idle 
tools, wasted wealth. We saw their victims fall 
prey, in places, to demagogs and dictators. We 
saw bewilderment and bitterness become the breed- 
ers of fascism and, finally, of war. 

In many countries controls and restrictions were 
set up without regard to their effect on other coun- 
tries. Some countries, in a desperate attempt to 
grasp a share of the shrinking volume of world 
trade, aggravated the disorder by resorting to 
competitive depreciation of currency. Much of 
our economic ingenuity was expended in the fash- 
ioning of devices to hamper and limit the free 
movement of goods. These devices became eco- 
nomic weapons with which the earliest phase of 
our present war was fought by the Fascist 
dictators. There was an ironic inevitability in 
this process. Economic aggression can have no 
other offspring than war. It is as dangerous as it 
is futile. 

We know now that economic conflict must de- 
velop when nations endeavor separately to deal 
with economic ills which are international in scope. 
To deal with the problems of international ex- 
change and of international investment is beyond 
the capacity of any one country, or of any two or 
three countries. These are multilateral problems, 
to be solved only by multilateral cooperation. 
They are fixed and permanent problems, not 
merely transitional considerations of the post-war 
reconstruction. They are problems not limited in 
importance to foreign-exchange traders and bank- 
ers but are vital factors in the flow of raw materials 
and finished goods, in the maintenance of high 
levels of production and consumption, in the es- 
tablishment of a satisfactory standard of living 
for all the people of all the countries on this earth. 
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Throughout the past decade, the Government 
of the United States has sought in many directions 
to promote joint action among the nations of the 
world. In the realm of monetary and financial 
problems this Government undertook, as far back 
as 1936, to facilitate the maintenance of orderly 
exchanges by entering into the Tri-Partite Agree- 
ment with England and France, under which they, 
and subsequently Belgium, the Netherlands, and 
Switzerland, agreed with us to consult on foreign- 
exchange questions before important steps were 
taken. This policy of consultation was extended 
in the bilateral exchange arrangements which we 
set up, starting in 1937, with our neighbors on the 
American continents. 

In 1941, we began to study the possibility of 
international cooperation on a multilateral basis 
as a means of establishing a stable and orderly 
system of international currency relationships and 
to revive international investment. Our technical 
staff—soon joined by the experts of other nations— 
undertook the preparation of practical proposals, 
designed to implement international monetary and 
financial cooperation. The opinions of these 
technicians, as reported in the joint public state- 
ment which they have issued, reveal a common 
belief that the disruption of foreign exchanges 
can be prevented, and the collapse of monetary 
systems can be avoided, and a sound currency 
basis for the balanced growth of international 
trade can be provided, if we are forehanded enough 
to plan ahead of time—and to plan together. It 
is the consensus of these technical experts that the 
solution lies in a permanent institution for con- 
sultation and cooperation on international mone- 
tary, finance, and economic problems. The for- 
mulation of a definite proposal for a Stabilization 
Fund of the United and Associated Nations is one 
of the items on our agenda. 

But provision for monetary stabilization alone 
will not meet the need for the rehabilitation of 
war-wrecked economies. It is not, in fact, de- 
signed toward that end. It is proposed, rather, 
as a permanent mechanism to promote exchange 
stability. Even to discharge this function effec- 
tively, it must be supplemented by many other 
measures to remove impediments to world trade. 

For long-range reconstruction purposes, inter- 
national loans on a broad scale will be imperative. 
We have in mind a need wholly apart from the 
problem of immediate aid which is being under- 
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taken by the United Nations Relief and Rehabili- 
tation Administration. The need which we seek 
to meet through the second proposal on our agenda 
is for loans to provide capital for economic recon- 
struction, loans for which adequate security may be 
available and which will provide the opportunity 
for investment, under proper safeguards, of capi- 
tal from many lands. The technicians have pre- 
pared the outline of a plan for an International 
Bank for Postwar Reconstruction which will in- 
vestigate the opportunities for loans of this char- 
acter, will recommend and supervise them and, if 
advisable, furnish to investors guaranties of their 
repayment. 

I shall not attempt here to discuss these pro- 
posals in detail. That is the task of this Confer- 
ence. It is a task the performance of which calls 
for wisdom, for statesmanship, above all for good- 
will. 

The transcendent fact of contemporary life is 
this—that the world is a community. On battle- 
fronts the world over, the young men of all our 
united countries have been dying together—dying 
for a common purpose. It is not beyond our 
powers to enable the young men of all our coun- 
tries to live together—to pour their energies, their 
skills, their aspirations into mutual enrichment 
and peaceful progress. Our final responsibility 
is to them. As they prosper or perish, the work 
which we do here will be judged. The opportu- 
nity before us has been bought with blood. Let us 
meet it with faith in one another, with faith in our 
common future, which these men fought to make 
free. 


United States Delegation 


[Released to the press June 30] 

The President has approved the membership of 
the United States delegation to the forthcoming 
United Nations Monetary and Financial Confer- 
ence, which will convene at Bretton Woods, New 
Hampshire, on July 1, 1944, as indicated in the 
list * made public by the Department of State. 

The President has also approved the list of the 
officers of the Secretariat of the United Nations 
Monetary and Financial Conference. 


* BULLETIN of June 24, 1944, p. 587. 
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In accordance with established international 
practice, the President of the United States of 
America, as Chief of State of the country serving 
as host to the Conference, has designated the Chair- 
man of the delegation of the United States, the 
Honorable Henry Morgenthau, Jr., as Temporary 
President of the Conference to serve until the elec- 
tion of the Permanent President. 

In further observance of international practice, 
the President has designated as Secretary General 
of the Conference Dr. Warren Kelchner, Chief of 
the Division of International Conferences, Depart- 
ment of State. Mr. V. Frank Coe and Mr. Philip 
C. Jessup will serve as Technical Secretary Gen- 
eral and as Assistant Secretary General, respec- 
tively. 

Mr. Michael J. McDermott, Special Assistant 
to the Secretary of State, has been designated as 
Chief Press Relations Officer of the Conference. 


Invitation to Bolivia 


[Released to the press June 26] 


* The Government of Bolivia has been invited by 
President Roosevelt to participate in the interna- 
tional Conference at Bretton Woods, New Hamp- 
shire, beginning on July 1, 1944, for the purpose of 
discussing proposals to meet post-war international 
monetary problems. 


Visit of Nicaraguan Engineer 


[Released to the press June 28] 


Sefior Constantino Lacayo Fiallos, Belgian- 
trained civil engineer of Managua, Nicaragua, will 
observe the work of the Public Roads Administra- 
tion during his three months’ visit in this coun- 
try as guest of the Department of State. 

Questions of drainage and mechanization of 
equipment will occupy also a considerable part of 
the visiting engineer’s attention. Besides visit- 
ing the laboratories of the Public Road Admin- 
istration he plans to observe actual road construc- 
tion; to visit engineering courses at such institu- 
tions as Harvard and the Massachusetts Institute 
of Technology ; and to see a representative indus- 
trial center manufacturing tractors, trucks, and 
automobiles, In connection with the latter he is 


(Continued on neat page) 
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Joint Resolutions Concerning the Philippines 
STATEMENT BY THE PRESIDENT! 


[Released to the press by the White House June 29] 


I have signed today two joint resolutions of 
Congress respecting the Philippines. The first of 
these resolutions lays down a policy for the grant- 
ing of independence, and for the acquisition of 
bases adequate to provide for the mutual protec- 
tion of the United States and the Philippine 
Islands. 

In that resolution it is declared to be the policy 
of “the Congress that the United States shall drive 
the treacherous, invading Japanese from the 
Philippine Islands, restore as quickly as possible 
the orderly, free democratic processes of govern- 
ment to the Filipino people, and thereupon estab- 
lish the complete independence of the Philippine 
Islands as a separate self-governing nation”. The 
measure makes it possible to proclaim independ- 
ence as soon as practicable after constitutional 
processes and normal functions of government 
have been restored in the Philippines. 

It is contemplated that as soon as conditions 
warrant, civil government will be set up under 
constitutional officers. It will be their duty forth- 
with to take emergency measures to alleviate the 
physical and economic hardships of the Philippine 
people and to prepare the Commonwealth to re- 
ceive and exercise the independence which we have 
promised them. The latter includes two tasks of 
great importance: Those who have collaborated 
with the enemy must be removed from authority 
and influence over the political and economic life 
of the country; and the democratic form of gov- 
ernment guaranteed in the Constitution of the 
Philippines must be restored for the benefit of the 
people of the islands. 

On the problem of bases, the present organic act 
permitted acquisition only of naval bases and fuel- 
ing stations, a situation wholly inadequate to meet 
the conditions of modern warfare. The measure 
approved today will permit the acquisition of air 
and land bases in addition to naval bases and fuel- 
ing stations. I have been informed that this ac- 
tion is most welcome to Commonwealth authorities 
and that they will gladly cooperate in the estab- 
lishment and maintenance of bases both as a re- 
stored Commonwealth and as an independent na- 
tion. By this we shall have an outstanding ex- 


ample ot cooperation designed to prevent a recur- 
rence of armed aggression and to assure the peace- 
ful use of a great ocean by those in pursuit of 
peaceful ends. 

The second joint resolution signed today brings 
into effect the joint economic commission first or- 
dained in the present organic act, and enlarges its 
scope to include consideration of proposals for the 
economic and financial rehabilitation of the Phil- 
ippines. 

We are ever mindful of the heroic role of the 
Philippines and their people in the present con- 
flict. Theirs is the only substantial area and theirs 
the only substantial population under the Ameri- 
can flag to suffer lengthy invasion by the enemy. 
History will attest the heroic resistance of the com- 
bined armies of the United States and the Philip- 
pines in Luzon, Cebu, Iloilo, and other islands of 
the archipelago. Our character as a nation will 
be judged for years tu come by the human under- 
standing and the physical efficiency with which we 
help in the immense task of rehabilitating the 
Philippines. The resolution ercates the Philip- 
pine Rehabilitation Commission whose functions 
shall be to study all aspects of the problem and, 
after due investigation, report its recommenda- 
tions to the President of the United States and 
the Congress, and to the President and the Con- 
gress of the Philippines. 





NICARAGUA—Continued from p. 16 
interested especially in living and working condi- 
tions of the workmen. 

Sefior Lacayo Fiallos, former Director General 
of Public Works of Nicaragua, is now engineer of 
the Nicaraguan Department of Roads, engaged in 
the construction of the Pan American Highway. 
He says that the highway under construction 
across Nicaragua will cut ocean-transportation 
time between San Francisco and New York by 
about four days. The existing Pacific-Atlantic 
highways in other countries, he explains, runs for 
miles at a very high altitude, but the Nicaraguan 
road will lie almost at sea-level. 


* Made in connection with the signing of 8.J. Res. 93 
and S.J. Res. 94. 
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Sol Bloom: Fighter for Freedom 


Address by THE UNDER SECRETARY OF STATE! 


[Released to the press June 28] 

It is a great privilege to join with this distin- 
guished gathering tonight in paying tribute to Sol 
Bloom. 

I have seen Sol Bloom in action with presidents 
and kings, with prime ministers and ambassadors. 
The respect he has inspired in them all is amply 
attested by the presence here tonight of so many 
distinguished representatives of so many great 
nations. 

The range of Sol Bloom’s talents and accom- 
plishments is enormous—from song writing to 
statesmanship, from real estate to foreign affairs. 
He is just concluding his eleventh consecutive term 
as one of the most distinguished congressmen of 
our day. Yet I think I can tell you in one sen- 
tence the wellspring of all his energy and ability. 
It is a profound faith in our democratic principles 
and a profound love for his fellowmen. 

Soi Bloom has always been a valiant fighter for 
freedom, a bitter foe of intolerance and persecu- 
tion. He saw clearly from the start that Nazism 
was a menace to the freedom of the whole world; 
he understood immediately that this new bar- 
barism was an assault on civilization itself. I 
speak for the entire State Department—and I am 
sure for the country—when I say that we owe a 
great debt to Sol Bloom and indeed to all the dis- 
tinguished members of the Foreign Affairs Com- 
mittee for their whole-hearted cooperation during 
these difficult recent years. I am certain that the 
members of that Commitcee who are present here 
this evening will testify with me to Chairman 
Bloom’s fine leadership. 

Today, the armies of the United Nations are 
driving the brutal beasts from the peaceful lands 
which they have ravaged. The dawn of a new 
day is breaking for the oppressed peoples of the 
world. But we have still a long way to go before 
complete victory is attained over the forces of 
intolerance and persecution. In the meanwhile, 
we must do everything in our power to release from 
imprisonment the oppressed peoples who have suf- 
fered so long. 


* Delivered by Mr. Stettinius at a testimonial dinner in 
honor of Representative Sol Bloom in New York, N.Y., 
June 28, 1944. 





This work is being carried on under the active 
sponsorship of two of the great men of our age— 
Franklin Delano Roosevelt and Cordell Hull, 
They are men of large hearts and large minds, 
And I can assure you that their hearts and their 
minds are deeply concerned in this work of rescu- 
ing human lives from Axis cruelty. 

In 1938 President Roosevelt summoned the 
Evian Conference which established the Inter- 
governmental Committee on Refugees, on which 
the Honorable Myron C. Taylor has so effectively 
represented this Government. The work of this 
body has constantly expanded. 

In January of this year the War Refugee Board 


" was created by the President to assist in the imme- 


diate escape from Europe of the peoples who face 
extermination. Again, Mr. Bloom was of the ut- 
most assistance. The work of the Board has gone 
forward with energy and skill. 

Acting in close cooperation with.these two or- 
ganizations and with the governments of other 
United Nations, the State Department has la- 
bored constantly to assist the escape of refugees 
from Europe and to find for them places of refuge. 

Much of the story of assistance to the refugees 
of Europe cannot now be told without seriously 
endangering our future efforts. Escape from 
Europe is not easy. Savage retaliation by the 
Nazis follows quickly upon any mistake or ill- 
planned action. But ina thousand different ways, 
in many different lands, the work goes on night 
and day. When the full story can be told it will 
be one of the most dramatic chapters in the history 
of human freedom. 

There is one fact, however, which I can announce 
with great pleasure to you this evening. The 
British Government has just agreed to the estab- 
lishment of a new haven of refuge in one of the 
former Italian colonies in Libya. As you know, 
large numbers of refugees are arriving in southern 
Italy every day from Yugoslavia. Great efforts 
have been made to find places of refuge for them. 
This new haven will do much to ease the suffer- 
ing of these unfortunate people. We profoundly 
hope that this act of mercy, like that of our own 
country a few weeks ago, will lead to similar acts 
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by other nations in opening their doors to peo- 
ples who would otherwise perish under Nazi bru- 
tality. 

It is with the deepest pleasure that I speak to 
this large gathering this evening. For, despite 
different beliefs and points of view, everyone here 
has a profound common interest in the great causes 
for which we are fighting. And I am confident 
that everyone here is determined to do everything 
possible to aid the victims of Fascist intolerance. 
Unity, cooperation, and mutual trust are indis- 
pensable to the success of our labors. I feel certain 
that the strength of those who are working to aid 
the refugees from Europe will not be divided in 
this time of crisis and suffering. 
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Let me return for a moment in closing to our 
distinguished guest, Mr. Sol Bloom. He has been 
an outstanding leader in the struggle to aid and 
rescue the persecuted peoples of Europe. In a 
multitude of ways—with little publicity or fan- 
fare—he has contributed greatly to the success of 
our common efforts. I know of no man more de- 
serving of the great tribute which this distin- 
guished gathering is paying to him this evening. 

There are great tasks still ahead in the world, 
in the cause of freedom and peace and tolerance. 
In that work we shall always find Sol Bloom in 
the forefront—a distinguished, unselfish, and in- 
spiring leader. 


The Right of Innocent Passage in International 


Civil Air-Navigation Agreements 


One of the most important contributions that 
the interested governments could make in the 
negotiation of any future agreement governing in- 
ternational air navigation in the post-war period 
would be the drafting of the agreement in lan- 
guage that would indicate clearly what the parties 
may have in mind and that would avoid the am- 
biguities and uncertainties which arose from the 
language of some of the provisions of international 
air-navigation agreements adopted in the past. 

In connection with the discussions and debates 
that have taken place on the subject of the post- 
war aviation policy of the various governments 
with reference to the admission into their terri- 
tories of foreign air-transport lines, emphasis has 
been placed upon “the right of innocent passage”. 
Apparently a great many persons believe that an 
agreement by the various governments upon an 
international convention in which each contract- 
ing state would accord to civil aircraft of other 
contracting states the right of innocent passage 
would establish the authority of a commercial air- 
line of any contracting state to make flights in 
transit across territory of the other contracting 
states. In other words, the use of the term “inno- 
cent passage” seems to give the impression that if 
aircraft of country A are accorded the right by 
country C to enter its territory, the authorities of 
country B could not interpose an arbitrary re- 
striction upon the right of transit of the aircraft 


By STEPHEN LATCHFORD! 


in order to reach country C. This illustration 
might be enlarged to apply to operations in transit 
through countries B, C, D, E, and F on a route 
from country A to country G. However, in view 
of the interpretation placed upon the term “right 
of innocent passage” in previous international 
air-navigation agreements, the question arises 
whether, if the use of the term is continued, there 
could be any certainty that the right of transit 
would thereby be obtained for regular or sched- 
uled international air-transport services. 

The International Convention for the Regula- 
tion of Aerial Navigation, adopted at Paris on 
October 13, 1919 at the time of the Peace Con- 
ference of that year, embodies, with its annexes, 
very elaborate provisions on the subject of inter- 
national air navigation. This convention has 
served in a very large measure as a model for the 
negotiation of all subsequent international air- 
navigation agreements both bilateral and multi- 
lateral. In addition to adopting a number of the 
sound principles of the Paris convention of 1919 
many of the air-navigation agreements have re- 
peated the reference to “the right of innocent 
passage” found in that convention or have em- 
ployed a very similar expression. Under article 
2 of the Paris convention each contracting state 


*The author of this article is Adviser on Air Law, 
Aviation Division, Department of State. 
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undertakes, in time of peace, “to accord freedom 
of innocent passage above its territory to the 
aircraft of the other contracting states” provided 
that the conditions laid down in the convention 
are observed. One might suppose that the right 
of innocent passage granted by article 2 would 
have at least accorded a right for commercial air- 
lines of any of the contracting states to operate 
in transit across the territory of any other con- 
tracting state in order to reach the country of final 
destination. One might suppose also that such 
transit would be possible as a matter of right and 
without the necessity of obtaining formal authori- 
zation from the government whose territory would 
be flown over. Moreover, if article 2 did not give 
the right of transit for commercial airlines one 
would suppose that such right would have been 
granted by article 15 of the 1919 convention, which 
provided that every aircraft of a contracting state 
would have the right to cross the airspace of 
another state without landing. Article 15 pro- 
vided also that the aircraft making such non-stop 
flights would have to follow the route fixed by 
the state over which a flight took place and that 
the aircraft could be required to land if necessary 
for security reasons. However, the question 
might well have been raised whether an absolute 
right of transit for commercia: air services was 
not established by the non-stop provision of article 
15, subject only to the right of the subjacent state 
to enforce reasonable security measures. 

The last paragraph of article 15 as adopted in 
1919 provided that the establishment of interna- 
tional airways would be subject to the consent of 
the state or states flown over. Some authorities 
thought that while the establishment of interna- 
tional airways was a matter within the jurisdic- 
tion of each contracting state, once such airways 
were established a general] right of transit over 
such airways would be automatically accorded to 
the aircraft of other contracting states. 

The Paris convention as adopted in 1919 did 
not specifically provide that the operation of reg- 
ular or scheduled airlines of any contracting state 
into or through territory of any other contracting 
state would be subject to the prior consent of the 
latter. On this point there was perhaps as much 
ambiguity as there was with reference to the right 
of transit. However, the governments which were 
parties to the Paris convention interpreted the 
reference to international airways in the last para- 
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graph of article 15 as giving them the right to re- 
quire their prior consent to the establishment and 
operation of regular or scheduled airline trans- 
port services into or-through their territories. In 
general, the right of innocent passage granted by 
article 2 of the Paris convention was interpreted 
as aceording only a general right of entry into 
territory of any one of the contracting states by 
civil aircraft of other contracting states making 
special flights, such as tourist flights. Under this 
interpretation and subject to compliance with ap- 
plicable local laws and regulations such special 
flights could be made without the necessity of ob- 
taining special permission from the government 
of the country whose territory was entered. 
With regard to the right of the subjacent state 
to require its prior authorization for the “estab- 
lishment of international airways” as provided in 
the last paragraph of article 15 a great deal of un- 
certainty arose, owing largely, it appears, to the 
difficulty in finding a satisfactory and accurate 
English translation of the French expression 
“voies internationales de navigation aérienne”. 
It seems that in the discussions in connection with 
the drafting of the convention, the French term 
quoted was translated by such expressions as 
“routes” and “lines”. Eventually, however, the 
term “international airways” was adopted as the 
English equivalent of the French term mentioned 
above. Apparently the real intention of the 
drafters of the Paris convention was never made 
entirely clear. In any event the provision of ar- 
ticle 15 stating that the establishment of interna- 
tional airways would be subject to the consent of 
the states flown over was, as stated above, inter- 
preted in practice to mean that no regular or 
scheduled airline of any contracting state could 
be operated into or in transit across the territory 
of another contracting state with or without land- 
ing except by prior permission of the state whose 
territory would be flown over. It has been con- 
tended with good reason that the manner in which 
article 15 was applied in practice greatly retarded 
the development of international air transporta- 
tion, particularly as regards the general right of 
transit. However, it is not the purpose of this 
discussion to go into the merits of the various 
principles involved but merely to call attention to 
the great importance of so drafting international 
agreements as to make clear just what the parties 
may have in mind. 
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An extraordinary session of the International 
Commission for Air Navigation functioning under 
the Paris convention of 1919 was held in Paris in 
1929. Among the subjects brought up for discus- 
sion was the amendment of article 15 so as to 
make it entirely clear whether an air-transport 
enterprise of one state could fly into or in transit 
through the territory of another without the lat- 
ter’s prior consent. By the time the Commission 
met in 1929 the practice followed in applying ar- 
ticle 15 had become so well established that there 
is little wonder that the majority of the delega- 
tions were unwilling to do any more than to bring 
article 15 into line with the interpretation which 
had been placed upon it.t Therefore, article 15 as 
amended as a result of the session of the Com- 
mission held in 1929 provides in the last paragraph 
that “every contracting State may make condi- 
tional on its prior authorization the establishment 
of international airways and the creation and 
operation of regular international air navigation 
lines, with or without landing, on its terri- 
tory”. The corresponding paragraph in article 15 
of the convention as signed in 1919 merely pro- 
vided, as above indicated, that “the establishment 
of international airways shall be subject to the 
consent of the states flown over”. The amendment 
of article 15 made as a result of the meeting in 
Paris in 1929 did not change the original provi- 
sions regarding the right to fly over a contracting 
state without landing. Such right of transit, 
therefore, considered in connection with the right 
of innocent passage granted under article 2, con- 
tinued to permit aircraft to fly in transit without 
the necessity of obtaining prior authorization 
from the country flown over only so far as con- 
cerned special flights not amounting to a regular 
or scheduled service. 

Although representatives of the United States 
participated in the drafting of the Paris conven- 
tion which was signed on behalf of this Govern- 
ment, it was never ratified by this Government. 
Therefore, as a substitute for becoming a party to 
the Paris convention this Government entered into 
a series of bilateral international air-navigation 
agreements which embodied certain basic prin- 
ciples of the Paris convention and, like that con- 
vention and bilateral air-navigation agreements 
concluded between various European countries, 
were not without some ambiguities. 
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In 1929 a general air-navigation agreement was 


concluded between the United States and Canada.” 


Section 2 of that agreement provided that “sub- 
ject to the conditions and limitations hereinafter 
contained and set forth, Canadian civil aircraft 
shall be permitted to operate in the United States 
and, in like manner, civil aircraft of the United 
States shall be permitted to operate in the Do- 
minion of Canada”. This language corresponded 
with a provision in nearly all subsequent air-navi- 
gation agreements concluded by the United States 
to the effect that each country granted “liberty of 
passage” over its territory to the civil aircraft of 
the other country. Section 6 of the 1929 agree- 
ment with Canada provided in effect that if the 
aircraft and pilots of either country were licensed 
to carry passengers and cargo in that country they 
could do so between the United States and Canada, 
subject, however, to the right of each country to 
reserve to its own aircraft traffic wholly between 
points in its territory. Although one might sup- 
pose that the 1929 agreement with Canada afforded 
regular airlines of either country a general right 
to operate into territory of the other, it is not 
recalled that in practice regular air-transport 
services or routes could be established by airlines 
of the one country into the other without obtain- 
ing some form of prior authorization from such 
other country. 

Following the negotiation of the agreement of 
1929 with Canada, a series of air-navigation agree- 
ments was entered into by the United States with 
European countries. The first air-navigation 
agreement concluded by the United States with a 
European country was the one negotiated with 
the Italian Government in 1931. Article 1 of the 
agreement provided that “subject to the conditions 
and limitations hereinafter contained and set 
forth, Italian civil aircraft shall be permitted to 
operate in the United States of America, and, in 
like manner, civil aircraft of the United States of 


*The delegations of the United States, Great Britain, 
the Netherlands, and Sweden were not in agreement with 
the majority and favored the greatest possible freedom 
in the development of international air-transport services. 

As indicated in this article the United States did not 
become a party to the Paris convention of 1919. How- 
ever, non-contracting states as well as contracting states 
were invited to send representatives to the 1929 meeting 
of the International Commission for Air Navigation. 

* Executive Agreement Series 2. 

* Executive Agreement Series 24. 
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America shall be permitted to operate in Italy”. 
This was the form used in section 2 of the 1929 
agreement with Canada. Following the negotia- 
tion of the agreement with Italy, it was the prac- 
tice, in negotiating air-navigation agreements 
with European countries, to stipulate in the first 
part of such agreements that each country granted 
“liberty of passage” above its territory to the air- 
craft of the other country. 

Article 7 of the agreement between the United 
States and Italy provided that if the aircraft and 
pilots of either country were licensed by it to carry 
passengers and cargo in its territory they would 
be permitted to do so in the operation of a regular 
air-transport line of that country on a service be- 
tween the two countries. This provision corres- 
ponded substantially with section 6 of the agree- 
ment of 1929 with Canada except for the specific 
reference to air-transport lines which did not oc- 
cur in section 6 of the 1929 agreement. However, 
the formula employed in section 6 of the Cana- 
dian agreement was supplemented in article 7 of 
the Italian agreement by a provision that the op- 
eration of a regular air-transport line of either 
country into territory of the other country would 
be subject to the latter’s prior consent. As in the 
Canadian agreement traffic wholly between two 
points in the territory of either country could be 
reserved to the aircraft of that country. This 
principle was uniformly adopted by this Govern- 
ment in the negotiation of air-navigation agree- 
ments. 

Although it was provided in article 1 of the 
Italian agreement that the right of aircraft of 
either country to enter the territory of the other 
country would be understood to include the right 
of transit across such territory, it appears to be 
evident that there was no intention to grant an 
absolute right of transit for commercial airlines 
and that both countries fully intended to inter- 
pret the transit provision of article 1 in the same 
restrictive manner as the Paris convention had 
been interpreted. 

The language employed in air-navigation agree- 
ments concluded by the United States with various 
countries subsequent to the negotiation of the 
agreement with Italy, most of which were entered 
into with European countries, made it clear that 
the establishment and operation of regular air- 
transport lines of each party to the agreement into 


DEPARTMENT OF STATE BULLETIN 


or across the territory of the other party with or 
without landing would be subject to the prior con- 
sent of the government whose territory would be 
flown over. A reservation to this effect in these 
various air-navigation agreements follows a para- 
graph granting “liberty of passage” (equivalent 
to the right of innocent passage) by aircraft of 
each country above the territory of the other. 

If under the bilateral air-navigation agreements 
concluded by the United States a regular air- 
transport line of either country could not operate 
into or through territory of the other country with- 
out the prior consent of the latter, the question 
naturally arises as to what was meant by “liberty 
of passage”. It has been interpreted to mean 
what the term “innocent passage” in the Paris con- 
vention of 1919 is understood to have meant in 
practice, namely, the right of civil aircraft of 
each contracting state to fly into and through ter- 
ritory of any other contracting state on special 
flights without the necessity of obtaining prior 
flight authorization from the country entered. 
Such special flights might be for touring or for 
occasional trips of a commercial nature such as 
might be made by a charterer but not amounting 
to the operation of a regular or scheduled air- 
transport service. The aircraft on such flights 
must, of course, comply with applicable local laws 
and regulations. 

The bilateral air-navigation agreements entered 
into by the United States after the conclusion of 
the 1929 one with Canada and the 1931 one with 
Italy were an improvement over the Paris con- 
vention in that these agreements left no doubt that 
an air-transport enterprise of either country 
could not operate a regular service into or through 
the other country without the prior consent of 
the latter. There was, however, room for con- 
siderable clarification of the term “liberty of pas- 
sage” in these agreements not only as to what spe- 
cific rights of entry of a non-commercial nature 
were granted by the term, but also as to how it 
should be applied to occasional flights of a com- 
mercial nature not amounting to a regular or 
scheduled airline service. In that connection one 
might ask how often could non-scheduled commer- 
cial flights be made by aircraft of either country 
into the other without being required to obtain 
special authorization from the country entered for 
the reason that the operation had become so fre- 





— —_—  — 





JULY 2, 1944 


quent that it constituted, in effect, a regular service ? 
It would seem that at the present time there is 
nothing to rely upon but the rule of reason which 
makes it necessary to judge each case in the light 
of the surrounding facts and circumstances. 

The agreement with Canada of 1929 was super- 
seded by the air-navigation agreement between the 
United States and Canada concluded in 1938+ 
which grants to the civil aircraft of each country 
“liberty of passage” above the territory of the other 
country. Immediately following that specific 
grant, the agreement provides that “the establish- 
ment and operation by an enterprise of one of 
the parties of a regular air route or service to, over 
or away from the territory of the other party, with 
or without a stop shall be subject to the consent 
of such other party”. Agreements relating specifi- 
cally to the operation of air-transport services later 
supplemented that provision. 

The Habana Convention on Commercial Avia- 
tion? a multilateral convention signed on Febru- 
ary 20, 1928, was probably the most ambiguous of 
all international agreements so far as concerns the 
acquisition of the right to establish and operate 
scheduled airline transport services. Article 4 of 
that convention provides that “each contracting 
state undertakes in time of peace to accord free- 
dom of innocent passage above its territory to the 
private aircraft of the other contracting states, 
provided that the conditions laid down in the 
present convention are observed”. It seems to be 
quite clear from the language of several articles of 
this convention that it was contemplated that 
regular commercial airlines would be operated be- 
tween the contracting states. However, the con- 
vention contains no provision whatever indicating 
definitely whether the establishment of scheduled 
airlines of any contracting state over the territory 
of another contracting state would be subject to 
the latter’s prior consent, nor does the convention 
make any specific reference to the right of transit. 
The Habana convention has been interpreted in 
the light of general international practice in that 
no air-transport enterprise of any of the contract- 
ing states may operate into or through the terri- 


_ tory of another contracting state without the lat- 


ter’s prior consent. The United States is among 
the ratifying powers which have interpreted the 
convention in this manner. The Chilean Govern- 
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ment out of abundant caution ratified this conven- 
tion with a reservation to the effect that the 
establishment and operation of regular airlines 
into its territory would be subject to its prior 
authorization. 

Since the Habana convention does not establish 
an outright grant of authority for the establish- 
ment and operation of air-transport lines, the ques- 
tion arises as to what is meant by the “right of 
innocent passage” granted in article 4. It has 
generally been interpreted to mean, as in the case 
of the bilateral air-navigation agreements and the 
Paris convention, that the civil aircraft of each 
contracting state making special flights and not 
operated on regular services may fly into and away 
from the territory of any other contracting state 
without the necessity of obtaining prior flight 
authorization from such other state. The Mexican 
and Guatemalan Governments did not agree even 
to this interpretation. The Mexican Government 
insisted that notwithstanding the right of innocent 
passage granted by article 4 of the Habana con- 
vention no special flights could be made into its 
territory without prior authorization for each 
flight. The Guatemalan Government was willing 
for private United States civil aircraft to enter its 
territory on special flights without its prior au- 
thorization, but it indicated that blanket author- 
ization for special flights by aircraft of both 
countries under article 4 should be regarded as a 
special agreement between the United States and 
Guatemala, such as might be entered into pur- 
suant to the terms of article 30° of the Habana 
convention. 

In the light of past experience it would be desir- 
able either to omit such terms as “liberty of pas- 
sage” or “the right of innocent passage” from 
future international air-navigation agreements, 
or, if they are used at all, to define them so that 
their meaning would not be left in doubt. The 
writer would prefer to cast out such expressions 
root and branch from air-navigation agreements 
and to have the agreements indicate in clear and 


* Executive Agreement Series 129. 

* Treaty Series 840. 

* Art. 30 of the Habana convention permits, under cer- 
tain conditions, a contracting state to enter into a spe- 
cial agreement or convention with another. contracting 
state concerning international air navigation. 
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unmistakable language just what air-navigation 
rights they would accord. Should it be decided 
to grant outright freedom of transit for scheduled 
airline operations, aside from the right to pick 
up and discharge passengers and cargo in the 
country flown over, the particular international 
agreement should so state, and it should be made 
clear that such general right of transit would be 
distinct from and in addition to any rights of 
commercial entry that might be acquired pursuant 
to other provisions of the particular agreement. 
This would appear to be desirable in order to avoid 
a repetition of the situation resulting from past 
interpretation of article 15 of the Paris conven- 
tion where any intention that there may have been 
to grant a general right of transit for commercial 
lines was defeated by the interpretation given to 
that article. If the negotiators of future inter- 
national air-navigation agreements desire also that 
aircraft of a contracting state be permitted to 
enter and fly in transit through the territory of an- 
other contracting state in unscheduled operations 
without the necessity of obtaining from the coun- 
try entered prior authorization for each flight, the 
particular agreement should contain language that 
would make this intention absolutely clear. 
Should it be the purpose to establish a general 
right of entry for such special flights as well as 
the right of transit it should likewise be made 
clear whether these rights would be applicable not 
only to tourist or pleasure flights but to those of a 
commercial nature, such as might be made from 
time to time by chartered aircraft. 

In accordance with the foregoing discussion, the 
following suggestions are made: 
’ 1, Abolishment of such terms as “liberty of pas- 
sage” and “the right of innocent passage”, and 
the substitution of appropriate language. Such 
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language should definitely indicate whether civil 
aircraft of a contracting state, making special 
flights and not operating on a regular or sched- 
uled service, would be permitted to enter and fly 
in transit through territory of another contract- 
ing state without the necessity of obtaining prior 
flight authorization from the government of the 
latter state. 

2. Employment of appropriate language which 
would make it absolutely clear whether a definite 
right of transit is to be accorded for scheduled air- 
transport operations. If such definite right of 
transit is to be accorded, it should, furthermore, 
be made clear that this right of transit would be 
distinct from and in addition to any commercial 
rights of entry that may be agreed upon at the 
same time. 

The right of transit mentioned in the foregoing 
paragraph relates to such right as might be ac- 
corded for scheduled airlines to make non-stop 
flights across the territory of a contracting state, 
with the right to land at public airports for tech- 
nical purposes such as refueling and repairs, 
Such transit would not, however, include the right 
to take on and discharge passengers and cargo in 
the territory flown over. Transit with the right 
to take on and discharge passengers and cargo in 
the country through which a flight is made would 
presumably come under the heading of commercial 
entry. 

In referring to the wording of air-navigation 
agreements concluded in the past there is no inten- 
tion of offering any criticism as to draftsmanship. 
The negotiators at the time undoubtedly adopted 
such terms as appeared to be called for in the light 
of all surrounding circumstances and the prece- 
dents that had been established up to that time. 
Experience gained in the practical application of 
all these agreements shows the necessity for the 
use of clarifying language. 

In discussing the desirability of adopting clari- 
fying language for future international air-navi- 
gation agreements, the writer does not intend to 
imply that the discussion herein necessarily re- 
flects any official attitude with respect to the posi- 
tion which the Government of the United States 
may take in the adoption of post-war aviation 
policy nor does he intend to imply that the general 
right of entry heretofore accorded by air-naviga- 
tion agreements is unaffected by wartime restric- 
tions. 
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What Is the International Cartel Problem? 


Address by CORWIN D. EDWARDS! 


[Released to the press June 30] 


Wuart a Carre Is 


A cartel is a group of business enterprises 
formed for the purpose of avoiding some kinds 
of competition among themselves. Its members 
continue to do business separately for their own 
profit, but they act together in deciding such mat- 
ters as the prices they are to charge, the amounts 
they are to produce or sell, and the share of the 
market which is to be regarded as the exclusive 
right of each of them. 

In Germany and in some other European coun- 
tries, the term “cartel” is often used to describe 
a domestic trade association which carries out this 
kind of program. In this country the word is 
seldom applied to such domestic groups. It us- 
ually refers to groups which are organized inter- 
nationally by the businessmen of two or more 
countries and which are used to prevent or limit 
competition in international trade. 

Cartels sometimes undertake to lower their 
members’ cost of doing business by various activi- 
ties such as standardizing products or supplying 
statistical information, but such programs usually 
receive a minor part of the attention of cartel 
members. 


Tue Revation or CoMBINEs TO CARTELS 


A combine is a group of business enterprises 
which have been brought under a single control so 
that they behave like one concern. The simplest 
form of combine is the holding company and its 
subsidiaries. In this kind of group one company, 
called the “parent” or the “holding” company, 
owns so much of the stock of various other com- 
panies, called the “subsidiaries”, that by voting 
this stock it can pick the managers and control 
their decisions. Consequently, all of the compan- 
ies act together whenever the people who control 
the holding company see an advantage in having 
them do so. 

It is possible for combines to control compan- 
ies which have been organized in several different 
countries. For example, General Aniline and 


Film Corporation was incorporated in this coun- 
try but was controlled before the war by the con- 


cern which directly or indirectly held most of its 
stock, I. G. Farbenindustrie of Germany. 

International combines sometimes become very 
large, so that a single one of them may do most of 
the business in its own industry throughout the 
world. The organization of the combine usually 
prevents competition among the concerns which 
belong to it; and where the control over a whole 
industry has been concentrated in a combine, little 
or no competition is likely to remain within the in- 
dustry. In this sense, combines are alternatives 
to cartels. Moreover, when the number of inde- 
pendent companies in an industry has been greatly 
reduced by the organization of four or five com- 
bines, it is relatively easy for these large interests 
to form a cartel and thereby avoid competing with 
each other. When this happens cartels and com- 
bines supplement and reenforce each other as ways 
of controlling an industry. 


How a Cartet Suppresses CoMPETITION 


The chief purpose of a cartel agreement is to in- 
crease the profits of the members of the cartel by 
reducing competition. There are many different 
ways to do this. Any cartel may use more than 
one, and no two cartels are likely to use exactly 
the same methods. 

One of the simplest ways is for the members of 
the cartel to agree upon the prices at which they 
will sell their goods, and thereby to avoid the price- 
cutting which often occurs in competition. But 
such price agreements, standing alone, are hard to 
maintain. A high price reduces sales, and com- 
panies with unsold goods upon their hands or 
with idle plant capacity are likely sooner or later 
to reduce prices in order to attract customers. 
Moreover, there are often some concerns which 
have not signed the cartel agreement, and if these 
independent companies sell at lower prices they 
may take enough business away from the cartel to 
oblige the cartel members to follow suit. 

A second way of avoiding competition is to 


agree to restrict production, sales, or exports. The 


Delivered before the Consumers Union, Washington, 
June 30, 1944. Mr. Edwards is Consultant on cartels, 
Commodities Division, Department of State. 
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purpose of such an agreement is to reduce the 
amount offered for sale, so that the sellers will find 
it easier to maintain prices. Sometimes restriction 
of the supply is used to reenforce a price agree- 
ment, but so sometimes it is used alone in the belief 
that with supply limited the price will remain 
high even without any formal decision to keep 
it so. 

A third way of restricting competition is to as- 
sign some part of the market to each concern so 
that in its own field it can make decisions about 
prices and sales without being afraid that its cus- 
tomers will find other companies to turn to. There 
are several different ways of allocating markets. 
In some cases, each company will take a certain 
territory, consisting of its own home market and 
perhaps the markets of some foreign countries 
where there is no local producer. In other cases, 
each company may be given the right to make cer- 
tain goods which the other companies are pledged 
to avoid making. Occasionally customers may be 
assigned so that each company has a list of pur- 
chasers to whom all the others will avoid selling. 


Agreements of this kind are often worked out 


in the form of simple contracts, in which the duties 
and rights of each company are specified. There 
have been instances, such as the pre-war control 
of rubber and tin, in which the governments of 
the principal producing countries have recognized 
cartels and given them support, either by appoint- 
ing government officials to the group administering 
a cartel or by enacting laws which strengthened 
a cartel’s authority over its members and protected 
it from competition by outsiders. For example, 
governments have occasionally enacted export 
taxes which made it difficult for members of a 
cartel to sell more abroad than the amount they 
had agreed upon. 

Many cartels have been established by the use 
of patents. A patent is an exclusive right to use 
an invention, granted by a national government. 
The owner of the patent may allow others (li- 
censees) to make use of it. Restrictions upon the 
kind or amount of products which a licensee may 
make, the territories in which he may sell, or the 
prices which he shall charge are often included 
in patent license agreements. When a single com- 
pany controls so many patents that others cannot 
operate in the same industry without licenses, the 
conditions imposed in these licenses may prevent 
competition as effectively as a formal cartel agree- 
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ment. Moreover, since each nation’s patents are 
valid only within its own boundaries, a single in. 
vention may be recognized by a series of separate 
patents taken out by the inventor in various coun- 
tries; and in such cases the right to use the inven. 
tion in each country may become the exclusive 
property of a different company which has bought 
that country’s patent from the inventor or has 
obtained the sole license under it. If one company 
owns the British and American patents for one 
invention and a second company owns patents in 
the same two countries for another invention, they 
may exchange their patents, so that one company 
controls both inventions in England and the other 
controls both in the United States. Arrangements 
may be made between particular companies to ex- 
change all patents which they now own and any 
which they may acquire in the future. When large 
concerns which hold many patents make such an 
exchange arrangement, each concern enjoys the 
combined strength of all the patents in the partic- 
ular market where this company receives patent 
rights from the others. By uniting their patents 
in this way, the dominant concerns in various coun- 
tries may each come to control the patents of an 
industry in certain markets. Thus the markets of 
the world may be divided among the business enter- 
prises which take part in the plan, so that these 
enterprises no longer compete against each other; 
and other companies may be handicapped because 
they are not allowed to use any of the patents he- 
longing to any member of the group. 


Tue Forces Wuicu Leap PEOPLE 
To OrGanizeE CARTELS 


Businessmen usually take part in cartels because 
they wish to reduce competition. The desire to do 
this is wide-spread ; for business is done for profit, 
and competition tends to limit the amount of the 
profit which can be made. Some cartels are or- 
ganized by business groups which are alreadv very 
prosperous but see an opportunity to increase their 
prosperity still further. Others are formed in 
order to avoid losses which appear to be probable 
if competitive forces are not checked. Where 
cartels are taken for granted by public opinion and 
accepted by governments, business readily becomes 
cartelized. Where law and public opinion are op- 
posed to cartels, many businessmen share the pre- 
vailing sentiment that such arrangements are bad 
for the community, and other businessmen who 
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think differently often hesitate from motives of 
prudence to take part in the cartels. 

There are certain typical situations in which 
cartels are peculiarly likely to appear. Some of 
these are as follows: 

(a) The desire of powerful business enterprises 
to eachange inventions. When a concern has ac- 
quired special knowledge and skill in making a 
particular product, either by engaging in research 
or by buying the discoveries of independent in- 
ventors, it usually patents the part of its knowl- 
edge which is patentable and keeps the rest as a 
trade secret. Ordinarily the total knowledge 
which would be useful in an industry is divided 
among various concerns which are operating there. 
Each is likely to want information from the others 
but to be unwilling shat the others should use its 
own information to compete against it. Conse- 
quently in granting the right to use its patents and 
in giving’ others its secret information, each con- 
cern is likely to insist that the inventions thus made 
available shall not be used to make goods for sale 
in competition with it in its own markets. When 
inventions are being exchanged among several 
firms, their mutual insistence on such a principle 
results in an agreement to divide markets wherever 
possible and to set limits upon their competition 
with each other in markets which no one of them 
can be left free to occupy alone. 

(b) The desire of established industries to cope 
with threatened loss of markets. When improved 
processes have been developed, producers who use 
the older methods may lose sales because they can- 
not make the improved product or may lose profits 
because the newer producers undersell them. 
When buyers change their buying habits, pro- 
ducers in some industries may find that the volume 
of goods they can sell is seriously reduced. When 
new plants have been built and old ones expanded 
too rapidly, all members of an industry, including 
those who have not taken part in the expansion, 
may be forced to struggle for a market which is 
too small to buy all that the producers wish to 
sell. Under circumstances like these, the profits 
and even the survival of a large part of an industry 
may be seriously threatened. 

To protect themselves such industries may adopt 
cartel practices. The older producers may unite 
to drive the new ones into bankruptcy or may try 
to limit the speed of the newcomers’ growth or may 
persuade them to sell at the old prices in spite of 
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their lower costs. Prices may be fixed by general 
agreement or the available business may be divided 


‘in order to avoid the use of price-cutting as a 


means of competing for larger sales. 

Patterns like these appear both in manufactur- 
ing industries and in industries producing primary 
products. However, the problems which create 
them are likely to be more severe for some com- 
modities of agricultural origin than for manufac- 
turing or for mineral production. The uncertain- 
ties of the weather and of crop conditions in all 
parts of the world make it unusually hard for 
agricultural producers to plan intelligently. It 
is unusually difficult for farmers to change quickly 
to some other line of production, because they are 
numerous, and because their farming knowledge 
is often limited to one or two crops, and because 
farming is not merely an industrial occupation but 
also a way of life. 

The pressure of distress is most wide-spread, 
both for agricultural industries and for other in- 
dustries, in times of general business depression. 
The beginnings of depressions abound in efforts 
to organize cartels. In many cases, however, the 
members of an industry find themselves too help- 
less to counteract the effect of the decline of all 
business, and the cartel breaks down. Renewed 
efforts when a business revival has begun are more 
likely to succeed, and in such cases the cartel some- 
times is credited by its members with an increase 
in prices and sales which is merely a consequence 
of better business conditions throughout the 
economy. 

(c) The desire of industries to cope with gov- 
ernmental trade barriers. In Europe after 1918 
many business enterprises found themselves sepa- 
rated by a new national frontier from their previ- 
ous markets. The commercial policies of the new 
governments often established tariffs and other 
barriers to trade at such frontiers and thereby 
handicapped the older concerns while encouraging 
the development of new ones within the national 
territory. The older business enterprises fre- 
quently sought to maintain their markets by mak- 
ing special price reductions upon foreign sales, 
sometimes supported by subsidies from their home 
governments. To escape from a struggle for mar- 
kets which took the form of dumping goods abroad, 
raising tariffs, and increasing subsidies, concerns 
in some industries made international agreements 
by which they decided what parts of the European 
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market should be allocated to each enterprise. 
In some cases these European cartels were the be- 
ginnings of larger cartels which later operated 
throughout the world. Non-European concerns 
found it convenient to join a cartel in doing busi- 
ness in Europe, and in return for their admission 
consented to the extension of the agreement to 
cover some or all of their non-European markets. 

(d) The desire to maintain the ewports of highly 
specialized countries. When a country’s foreign 
trade supplies a large part of its national income 
and when most of its exports are produced by one 
or two industries, there is a strong national in- 
terest in the amounts which those industries sell 
abroad and the prices which they obtain. Em- 
ployment at home, the foreign exchange which 
pays for imported goods, and possibly even the 
taxes received by the government, depend upon 
these amounts and prices. If export prices fall, 
the government may encourage the exporters to 
join an international agreement to maintain prices. 
If foreign sales fluctuate in amount, similar en- 
couragement may be given to an international plan 
for market sharing which will protect the home 
country’s export market by limiting the amount or 
proportion of exports from other countries. 

(e) The desire of independent concerns to do 
business in cartelized markets. When a market 
is cartelized, members of the cartel are sometimes 
able to use their combined strength to organize 
boycotts against non-members or to subject such 
concerns to other similar inconveniences. When 
foreign non-members are strong enough to take 
customers away from cartel members and to en- 
danger the cartel’s ability to maintain its prices, 
a government which has jurisdiction over a car- 
telized market sometimes comes to the rescue of the 
cartel by establishing tariffs, controls over foreign 
exchange, or other regulations designed to exclude 
the independent concern from the market. Under 
these pressures a business enterprise may join a 
cartel in order to do business in a cartelized area 
without being harassed. 


Tue Prospitems Ralsep By CARTELS 


National governments cannot ignore cartels. 
Among the problems of public policy which are 
raised by cartels are the following: 

(a) The relation between cartel restrictions and 
the effort to increase standards of living through- 
out the world. Inso far as cartels limit production 
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they directly diminish the supply of goods and 
services available for human use. Such activity 
runs counter to governmental efforts to increase 
standards of living. It tends to decrease con- 
sumption by making commodities less plentiful 
and higher priced. It tends to diminish employ- 
ment because fewer people are needed to make the 
reduced amount of goods. So far as a cartel keeps 
prices higher than they would otherwise have been, 
consumption of the cartelized commodity is likely 
to be reduced and production is likely to fall even 
if the cartel does not limit output directly. 

(6) The relation between cartel restrictions and 
the effort to relieve the distress of producing 
groups. In a system of free private enterprisé 
the inducement to business concerns to keep them- 
selves efficient is the danger that otherwise their 
costs will rise and their profits will decline. Sim- 
ilarly, if they find themselves in an industry which 
tends to produce more than it can sell, they are 
encouraged to transfer their resources to some 
other industry by the fact that their prices and 
profits decrease. Chances for prices to fall as well 
as rise and for businessmen to lose money as well 
as make it are necessary to make the business sys- 
tem work well. But prices or amounts sold some- 
times decrease so sharply that many producers suf- 
fer severe distress, especially if it is impossible for 
them to save themselves by moving quickly out of 
one industry into another or by making sudden 
and great improvements in their productive 
methods. 

When cartel restrictions intended to maintain 
prices or limit output or divide markets are used 
by a distressed group to lighten its burden, such 
remedies usually retard the transfer of resources 
out of the distressed industry and thus preserve 
the condition which created the distress. More- 
over, the gain of the members of the cartel comes 
at the expense of those who buy its products and 
of its employees, whether or not these other groups 
are best able to bear the burden. 

There are more desirable ways of cushioning the 
shock of such adjustments, if aid is considered nec- 
essary. Among them are direct grants of money, 
loans, and technical help to encourage transfers 
of resources to other industries, devices by which 
surplus products are bought by governments for 
distribution to people who would otherwise be too 
poor to obtain them, and various other measures. 
When distress is so great that some form of relief 
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is regarded as necessary, such possibilities should 
be explored and cartel methods of relief should 
be avoided. 

(c) The relation of cartels to the international 
balance of trade. To varying degrees, countries 
which depend largely upon their export trade have 
a national interest in maintaining the position 
of their export industries. They are interested 
both in a large volume of exports and in higher ex- 
port prices. As has been pointed out previously, 
the businessmen of these industries may receive 
encouragement from their governments in fixing 
prices through cartels or in agreeing upon a di- 
vision of markets which gives them a guaranteed 
amount of exports instead of forcing them to com- 
pete for an uncertain share of the market. But 
though such a program may serve the interests 
of the producer in one country, it usually does so 
at the expense of consumers elsewhere. Moreover, 
the general use of such devices in various indus- 
tries in other countries must mean that the first 
country pays higher prices for its imports and 
therefore needs foreign exchange more than ever. 
Furthermore, a cartel system is likely to retard 
the rise of new industries within the country, both 
because the people whom the cartel protects have 
less incentive to seek a new occupation and because 
foreign cartels which control other industries will 
often use their power to prevent the appearance of 
new competitors. For this reason the cartel sys- 
tem makes it difficult for a country to escape from 
its dependence upon one or a few industries by 
developing new types of activity. 

Where a country’s prosperity is threatened by 
changes in its exports of a few commodities, there 
is need to discover ways of meeting the problem 
which offer more promise of solving it and create 
fewer difficulties for other nations than do cartels. 

(d) The relation of cartels to commercial pol- 
icy. One of the most important policy questions 
which each nation decides is the degree of encour- 
agement it shall give to the imports of foreign 
goods and to the exports of domestic products. 
Decisions about these matters are expressed in tar- 
iffs, export and import quotas, export subsidies, 
and similar regulations. Although no nation to- 
day follows a foreign-trade policy which is wholly 
free from restrictions, there has been a growing 
belief that the barriers to international trade 
which have been built up by the laws of the various 
nations in the last two decades have been excessive 
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and unwise. Efforts have been made to reduce 
these barriers by mutual agreement. How far 
this should be done has been determined in each 
country directly by its own government and, in 
democratic countries, ultimately by the people. 

National policies about foreign trade are some- 
times made ineffective by the private policies of 
international cartels. Such a result is particularly 
probable where the government’s policy is to en- 
courage access to its markets by enterprises in all 
countries and access by all its exporters to the mar- 
kets of the world. A tariff which admits foreign 
goods without discrimination in favor of any 
country may be ineffective because of a cartel 
agreement which assigns the national market ex- 
clusively to the producers of one foreign country. 
A cartel agreement which reserves the domestic 
market for a domestic producer may have the same 
effect as a prohibitory tariff, even though the gov- 
ernment may have refused to enact such a tariff. 
A government’s refusal to place a quota upon im- 
ports or exports may be nullified in practice by a 
cartel’s decision to include such a quota in an inter- 
national agreement. 

It is obvious that national policies must not be 
overridden by conflicting private policies. Ways 
of preventing cartels from thwarting the com- 
mercial policies of government must be found. 

(e) The relation of cartels to industrial prog- 
ress. Rapid improvement of industrial methods 
by applied scientific research is an important aim 
of public policy. The exchange of ideas and 
inventions is essential to such progress. Cartel 
agreements have often included arrangements be- 
tween business enterprises to make such exchanges. 
Thereby research has advanced more rapidly than 
would have been possible if each enterprise had 
kept its inventions secret or prevented others from 
using them. But the industrial improvements 
which are made possible by this exchange of 
knowledge have sometimes been delayed by car- 
tels in order to protect the capital values of exist- 
ing plants. Furthermore, the program to ex- 
change information has often been entangled with 
a program to fix prices, and access to the informa- 
tion has often been confined to companies which 
are members of the cartel, so that independent 
concerns have been deprived of the results of most 
of an industry’s research. If ways can be found to 
prevent such practices from being associated with 
the exchange of scientific knowledge, the useful- 
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ness of this exchange to the community will be 
increased. Methods must be sought to accomplish 
this result. 

(f) The relation of cartels to national security. 
The strength of the state in time of war depends 
largely upon the vigorous development of its 
industries during peace. Experience during the 
last decade has shown that cartels can sometimes 
be used by an aggressive government to retard the 
industrial development of other nations by pre- 
venting the erection of new plants, by limiting the 
output of existing plants, and by withholding the 
right to make use of new scientific discoveries. 
Safeguards against such practices must be found. 


GOVERNMENT Poxticy Towarp CARTELS 


The governments of the world have followed 
several divergent policies in dealing with cartels. 

The policy of the United States as expressed in 
the Sherman Act and the Webb-Pomerene Act has 
been to prevent combinations in restraint of trade 
which affect the American domestic market or 
which impose restrictions upon American export- 
ers against their will. However, subject to these 
limits, American exporters are free to combine 
with each other under the supervision of the Fed- 
eral Trade Commission when they make sales in 
foreign markets, in order that they may not be at 
a disadvantage in competing against foreign com- 
binations. Early in 1948, when authority for the 
President to make trade agreements was renewed, 
the Congress adopted an amendment to the Trade 
Agreements Act which singled out cartels for spe- 
cial attention. The author of this amendment de- 
clared on the floor of Congress that its purpose 
was to serve notice that the Congress is opposed 
to cartel operations. 

In most of continental Europe, cartels have been 
lawful, and governments have attempted to reg- 
ulate rather than to prevent their restrictive ac- 
tivities. In France, a criminal statute which ap- 
peared to prohibit monopolistic practices was 
interpreted by the courts in such a way as to au- 
thorize most cartel activity. In Germany, re- 
strictive cartel activities were not forbidden, but 
in 1923 a government agency was given the right 
to supervise them in order to prevent actions con- 
trary to the public interest. Subsequently, the 
Nazis greatly increased the authority of the gov- 
ernment over the cartels and used these bodies as 

“agencies to carry out government policies. 


DEPARTMENT OF STATE BULLETIN 


Within the British Empire there has been con. 
siderable difference of policy toward cartels. Ip 
England agreements to control prices and produe. 
tion have been permitted, but the law has for. 
bidden business groups to coerce their rivals, 
Some of the British Dominions have enacted laws 
which resemble the antitrust laws of the United 
States. Canadian law, for example, provides for 
the investigation of business combinations and 
agreements and for punitive measures where there 
are restrictions contrary to the public interest, 


Issugs As To Furure Ponicy 


Several important questions of policy toward 
cartels await decision. 

The first of these is whether our future handling 
of the cartel problem shall depend, as heretofore, 
exclusively upon our own governmental machinery 
and shall carry out a policy which we have deter- 
mined separately for ourselves, or whether we 
shall join with other nations in working out a 
common program of action and in putting it into 
effect by cooperative means. If the latter alter- 
native were chosen, an attempt to develop prin- 
ciples on which the various nations could agree 
would be essential, and each country might find it 
necessary to make some changes in its pre-war 
policy. An intermediate course of action is pos- 
sible in which we and other countries would aet 
together in dealing with parts of the problem 
about which we agree but would reserve our free- 
dom to follow different policies in other respects. 
For example, agreement might be reached to for- 
bid cartels to restrict production, but the different 
countries might disagree about whether or not 
cartels should be permitted to withhold the re- 
search of their members from use by non-members. 
The latter question would then be dealt with by 
each country in accord with its own policies, 

Closely related to the question of whether we 
act alone is the question as to the direction of our 
future policy, in so far as this policy is not to be 
regarded as already determined by the Sherman 
Act and the Webb-Pomerene Act. Diverse opin- 
ions as to future policy toward cartels are being 
advanced by private groups here and abroad. 
They include complete abolition of cartels, regula- 
tion of the structure and practices of such groups, 
and active fostering of cartels as the typical 
method of organizing post-war international 
commerce. 
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In developing our post-war policy we must de- 
cide not only the general direction of our program 
but also whether there are to be any exceptions to 
it and, if so, in what fields. Among the industries 
for which claims to exception must be examined 
are international transportation and communica- 
tion industries, such as aviation, shipping, cable, 
and radio, some of which are regulated domes- 
tically as public utilities; industries bearing upon 
military security, such as munitions; industries in 
which a natural resource may soon be exhausted, 
such as certain minerals; industries which are lim- 
ited in size and regulated in order to protect pub- 
lic health and morals, such as the production and 
sale of narcotics; and certain industries producing 
agricultural commodities which sometimes suffer 
from market fluctuations so severe as to cause 
wide-spread distress. If it is decided that the 
special circumstances of any of these industries 
justify types of restriction which are not generally 
acceptable, « question will arise whether these 
restrictions should be established and administered 
by private agreement or whether, alternatively, in- 
tergovernmentl agreements should be used. 

If in the }ost-war world cartels are permitted 
to operate abroad i: ways which are forbidden in 
this couniry, issues will arise about our policy 
toward the operations of American exporters in 
foreign cartelized markets and toward the im- 
portation of commodities which are controlled by 
foreign cartels. It will be necessary to determine 
what steps this Government should take to prevent 
the foreign cartel from destroying the independent 
American exporter, and what steps we should take 
to assure the United States an adequate supply of 
foreign cartelized goods at reasonable prices. 

Certain specific proposals as to policy have been 
made. It has been suggested that governments 
agree to prohibit such practices as price-fixing, 
restriction of output or exports, allocation of mar- 
kets, and suppression of new inventions; and that 
each government undertake to enforce this agree- 
ment within its own jurisdiction. Modifications 
of national laws and international conventions gov- 
ening patents have been proposed in order to pre- 
vent the use of patents for restrictive purposes 
and to make new inventions more widely available. 
Interchange of research which has been sponsored 
by governments has also been suggested. It has 
been proposed that in those special cases in which 
‘control over prices and output would serve a public 
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purpose, international agreements for such control 
should be made between governments instead of 
between private business enterprises. It has been 
‘suggested that an international agency be estab- 
lished to help carry out such a program by keeping 
a record of international private agreements and 
of the structure and control of international com- 
bines and by investigating complaints of restric- 
tive cartel activity in order to recommend correc- 
tive measures to the participating governments. 
Such an agency, it is suggested, might also promote 
the interchange of new scientific discoveries and 
industrial methods and might, from time to time, 
recommend further steps toward an agreed eco- 
nomic policy among the nations as to trade prac- 
tices. 

Public discussion of the problems raised by car- 
tels and of the different ways of dealing with them 
is necessary in order that a sound national policy 
may be evolved with public support. In this field, 
as in other aspects of post-war poliey, the only 
sound course is to begin by obtaining agreement 
upon broad principles which determine our gen- 
eral direction; then to explore alternative means; 
and finally to take action where we can agree upon 
a practical program, while leaving to future ex- 
perience and discussion the matters which are not 
yet clear. 


THE FOREIGN SERVICE = 


Regulations, Orders, and Instructions 
Relating to the Foreign Service 


On June 26, 1944 the President issued Executive 
Order 9452 authorizing the Secretary of State to 
prescribe such regulations and issue such orders 
and instructions relating to the duties of officers 
and employees of the Foreign Service of the United 
States and the transaction of their business as he 
may deem conducive to the public interest: “Pro- 
vided, however, that the authority granted by this 
order shall not be exercised in any case in which 
the President is specifically authorized by law to 
prescribe regulations with respect to a particular 
subject.” 

The Secretary of State is authorized also “to 
prescribe the form and the manner of publication 








32 


of all regulations, orders, and instructions pre- 
scribed or issued under authority of this 
order...” 


The full text of the Executive order appears in’ 


the Federal Register of June 29, 1944, page 7183. 


Consular Offices 


[Released to the press July 1] 

The American mission at Dakar was closed on 
June 30, 1944, and the Foreign Service office there 
reverts to its former status of a Consulate General. 
Admiral William A. Glassford, who was ap- 
pointed on May 26, 1943 by the President as his 
Personal Representative, with the rank of Minis- 
ter, in French West Africa to coordinate and 
supervise American activities in that area, will no 


> TREATY INFORMATION 


Convention on the Inter-American 
Institute of Agricultural Sciences 


On June 29, 1944 the President of the United 
States ratified the Convention on the Inter-Amer- 
ican Institute of Agricultural Sciences, which was 
opened for signature at the Pan American Union 
on January 15, 1944 and was signed for the United 
States on that date (see Bunnerin of Jan. 15, 1944, 
p. 90). 


Military Mission Agreement 
With Ecuador 


[Released to the press June 29] 

In conformity with the request of the Govern- 
ment of Ecuador, there was signed on June 29, 
1944, at 10:30 a.m., by the Honorable Cordell Hull, 
Secretary of State, and the Honorable Sefior Dr. 
José A. Correa, Chargé d’Affaires ad interim of 
Ecuador in Washington, an agreement providing 
for the detail of a military mission by the United 
States to serve in Ecuador. 

The agreement will continue in force for four 
years from the date of signature but may be ex- 
tended beyond that period at the request of the 
Government of Ecuador. 
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longer continue in that capacity since the principg 
activities of his mission, which were connects 
with the rehabilitation and recommissioning 4 
French naval vessels, have been completed. 







[Released to the press June 30] — 
The American Consulate General at Naples hag 


x 





been reestablished and will be opened for publig 
business July 1, 1944. 








Embassy Rank for American Legation 
at Lisbon 


The American Legation at Lisbon was raised to 
the rank of Embassy on June 20, 1944, on which 
date Mr. R. Henry Norweb presented his creden- 
tials as Ambassador to Portugal. 





The agreement contains provisions similar in 
general to provisions contained in agreements be- 
tween the United States and certain other Amer- 
ican republics providing for the detail of officers 
of the United States Army or Navy to advise the 
armed forces of those countries. 


Convention on the Regulation of Inter- 
American Automotive Traffic 


El Salvador 

The American Embassy at San Salvador in- 
formed the Department by a despatch of June 2%, 
1944 that the National Legislative Assembly of 
El Salvador has ratified the Convention on the 
Regulation of Inter-American Automotive Traf- 
fic, which was opened for signature on December 
15, 1943 at the Pan American Union and was 
signed for El Salvador on January 6, 1944. De 
cree No. 61 of June 12, 1944, by which the Na 
tional Legislative Assembly ratified the conven 
tion, is published in the Salvadoran Diario Oficial 
of June 23, 1944, vol. 136, no. 140. It is provided 
in article XXI of the convention that it shall 
come into force for the contracting parties in the j 
order of the deposit of their respective rati- 
fications. 
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